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HISTORY OF NEW YORK BANKING. 


One of the most timely and useful contributions to the 
banking annals of the United States appears in the early 
part of the Report of the Comptroller of the Currency, 
lately presented to Congress. Mr. Knox has given a sketch 
of the earlier as well as the more recent progress of bank- 
ing in the several States, and his account is not only full 
and elaborate, but it is derived to a great extent from 
original sources, from Government documents and from scarce 
volumes which are now difficult to procure. A few months 
ago we gave in the BANKER’s MAGAZINE several articles on 
the History of Banking in Massachusetts and we propose to 
prepare hereafter similar papers on the banking progress of 
other States. We now proceed to give some account of 
the New York Banking System, drawing copiously from 
the abundant materials compiled by the Comptroller of the 
Currency, 

Under the common law, banking was free in the State of 
New York. But the common law right was so liable to 
abuse, that it received at a very early period restrictions 
which were the more readily acquiesced in, because of the 
limited liability privileges with which these restrictions were 
rendered acceptable to the incorporators and stockholders of 
the banks. The first incorporated bank was chartered by the 
New York Legislature March 21, 1791. It was called the 
Bank of New York, and when it received its charter it had 
been for seven years conducting its business as a private 
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banking partnership, under articles of Association drawn by 
Alexander Hamilton, who was a member of its first Board of 
Directors. The Bank of New York was the third bank 
organized in the United States. Its capital was $900,000, in 
shares of five hundred dollars each. The State subsequently 
subscribed for one hundred shares, making the capital 
$950,000, and the bank commenced business on May 2, 1791. 
In 1832 the capital was increased to one million dollars 
by a State subscription of fifty thousand dollars, fifteen 
thousand of which was for the use of common schools, 
twenty thousand for Union College, and fifteen thousand for 
Hamilton College. On May 1, 1852, it was reOrganized as a 
free bank under the general laws of the State, with a capital 
of $2,000,000. On January 6, 1865, it became a National 
bank, the capital having previously been increased to 
$3,000,000. During its seventy-four years of existence as a 
State bank it paid 162 dividends, varying in amount from 
three to five per cent. semi-annually, averaging a little more 
than eight per cent. per annum, and amounting in all to over 
six times its capital. Since it became a National bank divi- 
dends have been declared at the rate of ten per cent. per 
annum. The gross losses during the history of the bank 
amount to about $750,000, having never exceeded one-quarter 
to one-half of one per cent. of capital during any single 
year, except during the intervals from 1837 to 1842, and from 
1873 to 1875. The bank was a favorite of the Federal party 
at the time of its organization. 

Between the dates of incorporation of the Bank of New 
York and of the declaration of war with Great Britain, on 
June 11, 1812, nineteen banks were chartered by the Legis- 
lature, with an authorized capital of $18,215,000. Among 
these banks were the Manhattan Company, Merchants’, 
Mechanics’, Union, Bank of America, and City Bank, all of 
New York City; the New York State and the Mechanics and 
Farmers’, of Albany, and the Bank of Utica. Seven of these, 
including the Bank of New York, have become National 
banks, while three of them are at present the leading banks 
organized under State laws, and all have maintained a high 
credit from the date of their organization to the present 
time. Twenty-four additional banks were chartered between 
1812 and the date of the passage of the Safety-fund Act in 
1829, the amount of chartered capital at the latter date 
being $25,105,000, of which amount $13,770,000 was author- 
ized for banks in New York City. 

In 1799 the Bank of New York was under the control of 
federalists, and both branches of the Legislature were in the 
hands of that party. As it was not probable that any bank 
to be controlled by opposition would be authorized a bill was 
prepared, largely through the influence of Aaron Burr, autho- 
rizing a company, with a capital amounting to $2,000,000, 
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to supply the city of New York with water, and providing 
that the surplus capital might be employed in the purchase 
of public or other stocks, “or in any other money transac- 
tion or operation not inconsistent with the laws and Con- 
stitution of the United States or of the State of New York.” 
The real purpose of the Act was concealed, the majority of 
the Legislature not perceiving that the charter contained a 
grant for banking purposes, and the Act, which incorporated 
the Manhattan Company, was passed under this misapprehen- 
sion. In 1792 the Bank of Albany was chartered, capital 
$240,000. “In 1793 the Bank of Columbia, located at Hud- 
son, where it was proposed to open a foreign trade and 
establish a whale-fishery business, by a company from Rhode 
Island, was chartered, with a capital of $160,000.” * 

In the year 1803 application was made to the Legislature 
for the charter of the New York State Bank, at Albany. The 
applicants for the charter alleged that the Bank of Albany 
was owned by federalists, and was so managed as to be 
oppressive to business men who were republicans.t They 
also petitioned the Legislature that the charter for the bank 
should grant to them, exclusively, the Salt Springs in the 
State for say sixty years, on the condition that the price of 
salt at the salt-works should not exceed five shillings per 
bushel, and that they should pay annually to the State 
$3,000 for the first ten years, $3,500 for the second ten 
years, and $4,000 annually thereafter. The bill was reported, 
including a clause granting the exclusive right to the Salt 
Springs ; but this clause was subsequently stricken out, and 
the charter granted with an authorized capital of $460,000. 

The Merchants’ Bank of New York applied for a charter 
at the same session at which the charter of the State Bank 
was granted. Through the influence of the Clintons and 
Livingstons the charter for the State Bank at Albany was 
granted. “The ground taken in its favor was that the only 
three banks in the State of New York—the Bank of Columbia 
at Hudson, the Bank of Albany, and the Farmers’ Bank 
near Troy—were all in the hands of the federalists. The 
republican character of this new bank and the passage of 
its charter were both secured by admitting all the Clintonian 
members of the Legislature to subscribe for a certain num- 
ber of shares. The prevailing party in the Legislature 
refused a charter to the Merchants’ Bank, already in opera- 
tion under articles of copartnership, and also to a moneyed 
corporation applied for by the friends of Burr.”{ The Mer- 
chants’ Bank of New York, disappointed in obtaining a char- 
ter in 1803, had continued business under its articles of 
association. A fresh application for a charter had been made 


* Hammond’s Political History of New York, vol. 1, p. 324. 
+ Ibid., p. 328. 
t Hildreth’s History of the United States, vol. 5, p. 477- 
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in 1804; but instead of granting one, the Legislature of that 
year passed an Act prohibiting banking by unincorporated 
companies, under severe penalties, declaring notes or other 
securities for the payment of moneys to such companies 
absolutely void, and giving the Merchants’ Bank one year in 
which to wind up its affairs. ‘Similar acts for the restraint 
of private banking had recently been passed in Massachu- 
setts, copied from the old Act of Parliament of 1741, the 
first enforcement of which in New England had almost pro- 
duced a rebellion. The stockholders of the Merchants’ Bank, 
not discouraged, again made their appearance at Albany. 
The leading democrats, from their concern in the Manhattan 
and other banks, were not only deeply interested in keeping 
up a monopoly, but they also considered it quite intolerable 
that an association of federalists should presume to ask a 
democratic Legislature for a bank charter. After very hot 
debates and a violent altercation, in which two senators, both 
having the title of judge, came to actual fisticuffs within the 
senatorial precincts, the bill of incorporation passed the 
Senate by a majority of three votes.” * 

We now enter upon the second period in the history of our 
banking system in New York. The old common-law right 
of banking was still enjoyed by private individuals, and the 
statue of 1804 deprived of this privilege the chartered banks 
only. 

No further serious contests over bank charters occurred 
until 1812, when application was made for the incorporation 
of the Bank of America with a capital of six millions. The 
applicants offered a bonus of $600,000 to the State, of 
$ 400,000 to the common school fund, $100,000 to the literary- 
fund, and $ 100,000 to be paid into the treasury at the end of 
twenty years, provided that no other bank should in that 
time be chartered. One million of dollars was to be loaned 
to the State, to be used in constructing canals, and one mil- 
lion to farmers. The enacting clause of the bill for charter- 
ing the bank passed the Assembly by a vote of 52 to 46. 
Disclosures were made of attempts by the applicants to bribe 
members of both houses, but the bill passed the assembly by 
a vote of 58 to 39. When it became evident that the bill 
would pass the Senate, Governor Tompkins, who was subse- 
quently twice elected Vice-President of the United States, 
sent a message to the two houses proroguing the legislature 
until May following, under authority of a clause in the Con- 
stitution of 1777. One cause assigned by the governor for 
this action was that sufficient proof had been furnished him 
to show that the bank applicants had used, or attempted to 
use, corrupt means to secure the charter.t 
The charter was granted, but the capital was subsequently 


* Hildreth’s History of the United States, vol. 5, pp. 548-50. 
+ Hammona’s Political History of New York, vol. 1, p. 309; Buffalo, 1850. 
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reduced to $2,000,000, and the subsidy to the State dimin- 
ished to $100,000. Books for subscription to the stock were 
opened in ten different States, and stock in the United States 
Bank, whose charter had just expired, was received in sub- 
scription to the stock of this bank, and also of the City 
Bank, which was organized during the same year. The City 
Bank was to pay $120,000 to the State for school purposes, 
which amount was subsequently reduced to $ 60,000. 

A clause was inserted in the Constitution of 1821 which 
required the assent of two-thirds of both branches of the 
Legislature in order to incorporate a moneyed institution. 
The only effect of the restrictive clause was to increase the 
evil by rendering necessary a more extended system of cor- 
ruption.* 

The third period commenced with the organization of the 
safety-fund banks, which were founded to stop the abuses 
and to prevent the dangers that were so productive of scan- 
dals and disasters. The safety-fund system of banks was 
recommended by Mr. Van Buren in his message as governor 
in 1829, and the act establishing it passed the Legislature 
and became a law on April 2 of that year. Forty banks 
were then in operation, and their charters were about to 
expire. It is said to have been suggested by a system which 
originated with the Hong merchants in China, by which 
each member contributed to uphold and cherish the weak 
members of the Hong.t The act authorized the issue of cir- 
culating-notes not exceeding twice the amount of capital paid 
in, and limited the loans to twice and one-half the amount 
of the capital. The feature of most importance in the act 
was the establishment of a common fund, by a provision 
requiring every banking corporation thereafter organized, or 
whose charter should be renewed or extended, to pay annu- 
ally to the treasurer of the State a sum equal to one-half of 
one per cent. of its capital stock paid in; the payments to be 
continued until every such corporation had paid into the 
treasury three per cent. upon its capital stock. The fund 
thus created was made applicable to the payment of the cir- 
culation and other debts of any insolvent bank contributing 
to the same. If the fund became at any time diminisbed by 
payments from it, each bank was required to renew its 
annual contribution until the deficiency was restored. 

Contributions to the fund were first made in 1831. In 
1841-’42 eleven of the safety-fund banks failed, with an 
aggregate capital of $3,150,000. The sum which had been 
paid into the fund by these banks was but $86,274; while 
the amount required for the redemption of their circulation 
was $1,548,588, and for the payment of claims of their other 


+ Ibid,, p. 328. 
* Letter of Abijah Mann, page 37, in Banks and Banking in the State of New York by 
A. C. Flagg, late Comptroller. 1868. 
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creditors $1,010,375, making a total of $2,558,933. Accord- 
ing to the report of the State Comptroller, made in 1849, the 
whole amount contributed to the fund down to September 
30, 1848, was but $1,876,063; and even if full payments, as 
required by law, had been made by all the banks organized 
under the system, the fund would still have been insufficient 
to pay the deficiency occasioned by the insolvency of these 
eleven banks. This deficiency was subsequently provided for 
by the issue of a six-per-cent. stock by the State, to be 
re-imbursed largely by new contributions from the banks. 
During the year 1842 the act was so amended that the 
safety-fund became a security only for the notes in circula- 
tion, and not for the other debts of the banks. The safety- 
fund act did not provide for the organization of new banks; 
such banks were still required to obtain special charters, as 
before the passage of the act. 

Another feature of the system was the appointment of three 
bank commissioners to supervise and inspect the several 
banks, and report annually to the legislature the result of 
their investigations. It was supposed that in a commission 
consisting of three persons each would be a check upon the 
others. To effect this purpose, the Governor and Senate were 
to appoint one commissioner, the banks in the southern por- 
tion of the State another, and the remaining banks a third. 

The stock of the safety-fund banks was distributed by 
agents selected from the neighborhood of the institutions, 
and was in many instances divided among the political 
friends or favorites of the agents. The bank commissioners 
in their report for 1837 say of this: “The distribution of 
bank stocks created at the last session has in very few, if 
any, instances been productive of anything like general satis- 
faction. In most instances its fruits have been violent con- 
tention and bitter personal animosities, corrupting to the pub- 
lic mind and destructive of the peace and harmony of 
society.” The commissioners, in despair at the situation and 
the general complaints, proposed that the stock should there- 
after be sold at auction. 

The law authorizing the appointment of commissioners was 
changed in 1837 so as to give the selection of all three of 
them to the Governor and Senate. Hon. Millard Fillmore, 
Comptroller of the State of New York, in his report for 1849, 
says: “This, of course, brought them within the vortex of 
the great political whirlpool of the State, and the place was 
sought for and conferred upon partisan aspirants without 
due regard in all cases to their qualifications to discharge 
the delicate trust committed to them. This state of things, 
under the administration of both the great political parties 
of the State, continued until 1843 when the Legislature 
abolished the office and conferred the power of examining 
these banks upon this office whenever there was reason to 
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suspect that a bank had made an incorrect report, or was 
in an unsafe or unsound condition to do banking business.” 

The fourth period in the history of the New York Banking 
System begins with the passage of laws which restricted the 
privilege of banking within much narrower limits than had 
previously been known. 

The restraining act of 1804, as has been seen, prohibited 
any person, under a penalty of one thousand dollars, from 
subscribing to or becoming a member of any association, for 
the purpose of receiving deposits, or of transacting any other 
business which incorporated banks may, or do, transact by 
virtue of their acts of incorporation. This restraining law is 
said to have been passed through the aid of influential men, 
who controlled and were interested in banking corporations 
then in existence, its purpose being to prevent private bank- 
ing institutions from continuing business. This law prohibited 
associations of persons from doing a banking business; but 
individuals and incorporated institutions subsequently issued 
bills in denominations as low as six, twelve, twenty-five, fifty, 
and seventy-five cents. To prevent the further issue by irre- 
sponsible persons of currency, in the similitude of bank-notes, 
which had become a great evil at the close of the war of 
1812, the restraining act of 1818 was passed, which provided 
that no person, association of persons, or body-corporate, 
except such bodies-corporate as were expressly authorized by 
law, should keep any office for the purpose of receiving 
deposits, or discounting notes or bills, or for issuing any evi- 
dence of debt to be loaned or put in circulation as money. 
This law remained upon the statute books for thirty-two years, 
and, after various unsuccessful attempts, was finally repealed 
in 1837, one year before the passage of the free-banking law. 

The fifth period of the Banking System of New York, com- 
menced with the establishment of the free-banking system, 
which was authorized on April 13, 1838. Under its provisions 
any number of persons was authorized to form banking asso- 
ciations upon the terms and conditions, and subject to the 
liabilities of the act. The law originally provided that such 
associations, on depositing stocks of the State of New York, 
or of the United States, or any State stock which should be, 
or be made, equal to a five-per-cent. stock, or bonds and 
mortgages on improved and productive real estate worth, 
exclusive of the buildings thereon, double the amount secured 
by the mortgage, and bearing interest at not less than six 
per cent. per annum, should receive from the Comptroller of 
the State, an equal amount of circulating notes. Previous to 
the year 1843 twenty-nine of these banks, with an aggregate 
circulation of $1,233,374, had failed; and their securities, 
consisting of stocks, and bonds and mortgages, amounting to 
$ 1,555,338, were sold for $953,371, entailing a loss of $ 601,966. 
The avails of the securities were sufficient to pay but seventy- 
four per cent. of the circulation alone. The losses to the bill- 
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holders occurred only in the case of those banks which had 
deposited State stocks other than those of New York. The 
law was thereupon so amended as to exclude all stocks 
except those issued by the State of New York, and to require 
these to be made equal to a five-per-cent. stock. An amend- 
ment in 1848 required that the stocks deposited should bear 
six per cent. interest instead of five, and that the bonds and 
mortgages should bear interest at seven per cent., and should 
be on productive property, and for an amount not exceeding 
two-fifths of the value of the land covered by them. Subse- 
quently, on April 10, 1849, the law was again so amended as 
to require that at least one-half of the securities so deposited 
should consist of New York State stocks, and that not more 
than one-half should be in the stocks of the United States, 
the securities in all cases to be, or to be made, equal to a 
stock producing an interest of six per cent. per annum, and 
to be taken at a rate not above their par value, and at not 
more than their market value. 

The banks were under the supervision of a commissioner 
appointed under the safety-fund act, until the year 1843, in 
which year they were required to report to the State Comp- 
troller; but in 1851 the present office of Bank Superintend- 
ent was established. 

In 1840, a law was passed requiring the banks of New 
York to redeem their notes at an agency of the bank, either 
in New York City, Albany, or Troy, at one-half of one per 
cent. discount. This discount was reduced in 1851 to one- 
fourth of one per cent. After the passage of this act two 
of the principal banks in the city of New York inaugurated 
a plan of redemption similar to the Suffolk system. The 
notes of such associations as kept a deposit with them were 
returned to the banks of issue, and the discount of one-fourth 
of one per cent. was divided between the redemption agent 
and the associations whose notes were redeemed. Those 
banks which did not provide the means for redemption were 
forced to close up their affairs. 

Hon. Millard Fillmore, Comptroller of the State of New 
York, in his report for 1849, says: 

The safety-fund banks derived much of their credit from the individuals 
incorporated. By granting a special charter in each case, the Legislature had 
it in its power, in some measure, to control this matter. The practice of grant- 
ing exclusive privileges to particular individuals invited competition for these 
legislative favors. They were soon regarded as part of the sfot/s belonging to 
the victorious party, and were dealt out as rewards for partisan services. This 
practice became so shameless and corrupt that it could be endured no longer, 
and in 1838 the Legislature sought a remedy in the general banking law. This 
was the origin of the free-banking system. Since that time no safety-fund 
bank has been chartered and fin 1846, the people set their seal of reprobation 
upon this practice of granting special charters for banking purposes, by provid- 
ing in the new constitution that ‘‘the Legislature should have no power to pass 
any act granting any special charter for banking purposes, but that corporations 
or associations might be formed for such purposes under general laws.” 


The Constitution of 1846 also provided that, after the year 
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1850, stockholders of banks issuing circulating notes should 
be individually responsible to the amount of their shares for 
all debts and liabilities of every kind, and that in the case 
of the insolvency of any bank or banking association, the 
bill-holders should be entitled to preference in payment over 
all other creditors ; and the Constitution, as amended in 1874, 
still contains substantially the same provisions. 

The following table exhibits the number of banks in the 
State of New York, and in New York City, with their prin- 
cipal items of resources and liabilities in various years, from 
1836 to 1876; the National banks being included for the year 
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For the greater part of the foregoing statistics we have 
closely followed Mr. Comptroller Knox, quoting his very 
words as far as possible. In another article we shall con- 
tinue the history of the New York banks in somewhat 
greater detail. 


BANK SURPLUS AS A GUARANTEE FUND. 


In examining the condition of our banking system with a 
view to forecast its future movements in connection with the 
money market, it is instructive to watch the changes which 
from time to time develop themselves in popular opinion 
and especially in the current discussions of the financial com- 
munity. For some years prior to the panic of 1873 the 
public mind was more frequently agitated about the reserves 
of cash held by the banks than as to almost any other 
point relating to the detail of our banking management. In 
the debates in Congress, in the Comptroller’s reports, in the 
financial articles of the leading newspapers, and in nearly all 
the criticisms of American banking from foreign sources, the 
cash reserves claimed for a long period a prominent share of 
inquiry, complaint, and investigation. Of late however, this 
topic of financial criticism has commanded a_ decreasing 
share of attention. And if we find less said about the 
greenback reserves and the percentage of, cash held against 
bank liabilities, we hear much more about some other points 
and especially the diminishing bank capital and bank sur- 
plus. 

Nor is this change to be wondered at. The accumulation of 
idle capital is now so stimulated and so notorious that the 
reserves take care of themselves. In all the chief financial cen- 
ters the banks have no small difficulty in employing to advant- 
age their large volume of deposits. Of course therefore, it is 
a comparatively easy matter for them to hold a large propor- 
tion of greenback reserves. In the previous period to which 
we have referred the circumstances were very different. Dur- 
ing the eight or ten years which culminated in the Jay 
Cooke panic, the magnitude of railroad and financial specu- 
lation was so vast, and the activity of trade and commerce 
was so well sustained, that the financial machinery created 
always a greater demand for loans than the money market 
could easily supply. Thus the banks were under a constant 
pressure, and every consideration of self interest and of 
desire to oblige their dealers, impelled them to extend their 
loans beyond all safe limits, and to pursue a policy of dan- 
gerous expansion. Under these circumstances, it was natural 
that the public anxieties should frequently direct themselves 
to this weak point in our banking system, and that the 
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reserves which are the infallible index of danger should be 
scrutinized whensoever they sank toa level near the danger 
oint. 

7 At the present moment a new set of dangers are coming 
into view and on them the public eye is very earnestly 
fixed. Hereafter, when still other changes are developed, 
fresh abuses will perhaps awaken apprehension and they 
will in their turn give place to still newer forms of danger. 
Meanwhile it is gratifying to know from our past financial 
history that the effects of the criticism on the reserves of 
the banks have frequently been conspicuous and wholesome. 
Similar beneficial consequences may be looked for from the 
judicious and intelligent criticism of our banks in other 
respects, and particularly in regard to those changes in the 
capital and in the surplus which are now causing so much 
anxiety and alarm throughout the country. 

Among the best characteristics of the National banking 
system is the universal accumulation by the banks of a sur- 
plus, which is a guarantee fund in addition to the capital 
and is provided for by law, with the purpose of sustaining 
the solvency and strength of the banking system. The sur- 
plus of the National banks now amounts to 132 millions, 
which, with forty-six millions of undivided profits, gives an 
aggregate of 178 millions. In December, 1875, the aggre- 
gate amounted to 191 millions; in 1874, to 182 millions; in 
1871, to 150 millions; and in 1868, to 114 millions; in 1867, 
to 102 millions; in 1866, to 86 millions; and in December, 
1865, to 72 millions. Such has been the steady increase in 
the strength of the National banks in their surplus funds 
since the passage of the National Currency Law in 1863. 
The Comptroller of the Currency has compiled an interesting 
table (which we give on page 669) to show the amount of 
surplus which the State banks brought into the National 
system when they were converted into National banks, and 
the surplus now existing. 

This table shows that the banks of Boston have increased 
their surplus from $4,221,990 to $12,699,663 ; those of Phila- 
delphia from $% 3,972,659 to $7,439,695 ; those of New York 
City from $14,022,098 to $18,926,148. The banks of Massa- 
chusetts, outside of Boston, have increased their surplus 
from $ 3,442,343 to $13,175,122; the banks of Pennsylvania, 
outside of Philadelphia and Pittsburgh, have increased their 
surplus from $1,354,935 to $7,701,746; and the banks of 
New York, outside of Albany and New York City, have 
increased their surplus from $2,942,247 to $8,153,428. These 
and other facts set forth in the table illustrate the fact 
which has often’ been expounded in the pages of this maga- 
zine, that a considerable amount of surplus of the banks 
was accumulated prior to the war in some of our large 
cities. It also appears that there is great inequality in the 
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rate of accumulation in various parts of the country. Per- 
haps the most interestimg fact in some points of view is 
the slow rate at which the surplus of the banks of New 
York City has increased. To illustrate the recent changes 
we cite the following statement of the decrease in the 
capital and surplus of the New York banks for the last 
fifteen months. It appears in a document prepared by the 
Clearing-House for the Tax Committee: 

“Subjoined is a statement of the amount of capital and 
surplus of the New York City banks, compiled from their 
official statements made in September, 1875, and January, 
1877: ; 


September, 1875. January, 1877. 
Capital $ 84,085,200 $ 77,635,200 
Surplus 38,443,000 29, 148,000 


$ 122, 528,200 $ 106, 783, 200 


The total reduction in capital and surplus is $15,745,000, 
with a probable further reduction of from six to eight mil- 
lions more, unless relieved from the present unequal and 
excessive taxation. In 1876, the tax commissioners increased 
the assessed value of bank shares in the city of New York 
$11,754,127 over the previous year, and their action resulted 
in the retirment of capital and division of surplus as above 
stated. The total assessed valuation of real and personal 
property, including bank shares, was increased only $ 10,110,646, 
showing a reduction in the valuation of all real and personal 
property, exclusive of bank shares, of $1,643,481. The invest- 
ments of every kind of the banks during the same period 
were reduced $30,018,600. As to the prices of bank shares, it 
is safe to say that their market value has been reduced, on 
an average, from twelve and a half to twenty per cent. 
Taking the reduced value of bank shares for taxation this 
year, in consequence of the increased assessment in 1876, at 
the minimum rate above, say twelve and a half per cent. on 
$77,635,200, equals $9,704,400, and add to it the reduction on 
capital and surplus, $15,745,000, making a total of $25,449,400. 

This shows a loss on the assessed value of bank shares in 
one year, of more than twenty-five millions.” 

The following statement, shows by States and principal 
cities the amounts of profits of State banks when converted 
to National banks and brought over up to this time, and 
also the amount of surplus fund of the National banks as 
shown by their reports of October 2d, 1876: 
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Profits brought over by No. Surplus fund of No. 

State B’ks when converted of Nat'l Banks, as shown by of 
States and Territories. to National Banks. Banks. their Reports, Oct. 2, 1876. Banks. 
MIR cicsicsnsisanncses innate $509,703 . 29 2,392,384 . 71 
New Hamphshire 249,242 . 20 991,698 . 45 
WENO gash bi pandancss-ece 110,795 . 10 2,004,752 . 46 
Massachusetts. .......2+06 ieee 3:442,343 . 118 $3,575,142 182 
BOOED oo kscticdecciads bidetae 4,221,990 oe 12,699,663. 54 
Rhode Island 841,654 . 40 4,339,490 62 
COMO HOIES « asesissssaiccess 2,549:995 - 63 7,401,119 . 82 
New York City 14,022,098 . 33 18,926,148. 47 
New York 2,942,247 . 94 8,153,428 . 227 
Albany, 537,009 . 5 1,470,000, 7 
New Jersey 1,305.508 - 26 .. 3,894,089 69 
Philadelphia 3.074050 . at . 7,439,695 . 31 
Pennsylvania 1,354,935 - é 7,701,746 
Pittsburgh 963,887. ‘. 3,037,955 
Delaware 231,049. 448,615 
Maryland 3115367" °. 653,850 
Baltimore 980,977. 2,401,387 
20,000 . i 44,000 
Washington... .00.ssocrsessces , 280, 500 
Virginia ches © eee 781,200 
West Virginia aks ° 441,791 
Worth CALOMRR 5, ccsccscseess : Pf rs 257,281 
South Carolina 462,175 
GOITER cadnes se sassbiaierdacen 4) og 460,901 
Florida. en « 669 
‘ ise 168, 160 
Louisiana, New Orleans... 539»402 
WOREE:. i ckscssdeectsecdcesaess @ lee 297,448 
PARDEE, cccciiiticsobbocenss ‘ tee 29,000 
BCRINORY aco ebscsqupsisscesess 1,178,295 
Louisville .........+48 lates . 330,928 
Tennessee 563,907 
SE." BAMEET is cascecssnecdetecsss : ‘ 899,020 
Missouri 510,692 
990, 000 
4,538,938 
708, 212 
4,808, 325 
‘ P 3,786,048 
Chicago betis og 5,157,500 
Michigan f 2,079,649 
WINS occs cs cacccssstenei et Sa ae 925,000 
Wisconsin ° > 753.819 
: 258,000 
1, 569,358 
894,683 
254,542 
171,600 
50,090 
273,500 
35,000 
20, 333 
seas eo lsake 77250 
Wyoming ies tee & 20,595 
New Mexico ewe. 40,065 
—-* 10,000 
CaRGOenia, «2.50000 dandensinds ee 85,022 
San Francisco Seo 262,333 


ei ientaitadeianatn $ 39,756,434 . $132,202,282 


Bin ee ee 
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& 





THE BANKER’S MAGAZINE. [ March, 


REPEAL OF TAXES ON BANK DEPOSITS. 


One of the most.important movements for the repeal of 
Bank taxation has just been organized by the American 
Bankers’ Association. It has a peculiar interest for the bank- 
ing community, not only on account of the energy and 
success with which it has been directed, but also because of 
the wide influence which it- is already exerting throughout 
the country for the union of the scattered elements of our 
banking system into one harmonious organization. This is 
evident from the fact, that the deputation which appeared 
before the Committee on Ways and Means at Washington 
on the 7th February, was one of the most numerous and 
respectable which has for many years appeared before the 
Committee. It comprised representatives not only of the 
banks. and clearing houses of the United States, but also of 
the Chambers of Commerce and Boards of Trade of New 
York and most of our large cities. The object of the Com- 
mittee was stated by Mr. Patterson, President of the Western 
Bank of Philadelphia. He. said the deputation comprised 
representatives of the commercial and manufacturing interests, 
of the Boards of Trade, of the Chambers of Commerce, and 
of the National and ‘other banks, from the Atlantic Ocean to 
the Pacific. The banks had paid taxes enormous in amount 
with an alacrity which had attracted the attention and respect 
of the country and. of the world. They felt now that they 
were laboring under oppressive legislation, and they had 
come to ask relief from it. They represented no particular 
locality and no particular interest. But the localities and 
interests which they represented were co-extensive with the 
whole country. 

Mr. J. D. Hayes, of Detroit, Michigan, discussed in an 
elaborate address various questions touching bank taxation. 
Among the points he raised, were those which the Com- 
mittee had previously expressed a desire that the Deputation 
should clearly explain. These questions were, firsi, that the 
bank taxes are war taxes, and should have been repealed 
when the exigency had passed for which they were created ; 
secondly, that bank taxes are working mischief ; thirdly, that 
the Treasury can spare the amount of revenue which will be 
surrendered by bank tax repeal; fourthly, that were this not 
the case, the nation would gain in its productive power and 
commercial strength more than the Treasury would lose by 
the surrender of the bank taxes. Mr. Hayes concluded by 
saying that the repeal of the taxes on bank deposits and 
bank capital would be an act of justice to the banks and 
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the business community, and would receive the approval of 
every intelligent citizen who has given any attention to the 
present system of unequal bank taxation. 

The next speaker was a prominent member of the New 
York Chamber of Commerce, Mr. George Schwab, of the firm 
of Oerlichs & Co. He said the business men of New York 
wanted to impress upon the Committee that the question of 
Bank Tax Relief was by no means confined to banks and 
savings institutions. It was vital to every department of 
commerce, industry and trade. In the United States the 
business men had to rely for banking facilities on incorpo- 
rated banks; whereas in older countries, where capital was 
less scarce and better organized, it was principally private 
bankers who supplied those facilities. It was, therefore, a 
remarkable fact, that although business interests in this 
‘ country had thus relied for a hundred years chiefly upon 
incorporated banks, these banks were taxed far more than 
in any other country in the world. It was still more singu- 
lar, that in a young country like our own, where capital was 
so much wanted, and was in such limited supply, we should 
add to the difficulties of obtaining it by burdening with a 
tax every movement it makes between the lender and the 
borrower. A tax of five per cent. on capital which was 
less than the average taxation to-day on the banks in the 
city of New York, was unknown in any other part of the 
world, and would be anywhere else considered an unbearable 
burden. Its pressure had become so great, that twelve and 
a half millions of bank capital was now withdrawing itself 
from the banking business, and five millions of the surplus of 
its banks had been taken out and distributed as dividends, 
thus making a reduction of banking capital in the city of 
New York to the amount of seventeen and a half millions, 
which was equal to twenty-one per cent. of the capital. This 
reduction might not just at this moment be severely felt, 
because business was so limited and the demand for banking 
facilities was small; but when the time of activity returned, 
the rising tide of industry and commerce would find a serious 
deficiency in the banking fabric which was now suffering so 
severe a depletion of its capital. Mr. Schwab concluded by 
saying that the bank taxes were not only doing harm by 
weakening the banking mechanism of the country, in its most 
sensitive and most vital part, but these taxes were grossly 
unjust, because while our American banks, which were doing 
business on American capital, paid their taxes in full, there 
were many Canadian and other foreign banks with agencies 
in New York selling exchange, buying and selling gold, and 
holding very large deposits, which escaped United States tax- 
ation altogether. He concluded that these bank taxes did 
great injustice by their partiality as well as in other ways. 

Mr. Norris of the First National Bank of Baltimore, 
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explained to the Committee the operation of the tax-on 
circulation. He demonstrated from the reduction of National 
bank circulation, which is continually going on, that there 
was no profit in its issue. After a few further observations 
in confirmation, Mr. George S. Coe, President of the Ameri- 
can Exchange National Bank, said that the Government 
derived a tax of 6% millions from bank deposits, and he 
proposed to show that in their nature such deposits ought 
not to be taxed at all. Many persons supposed that bank 
deposits are deposits of money. But this is evidently a mis- 
take, for our banks have more than two thousand millions of 
deposits, but we have not in the United States more than 
7oo or 800 millions in money, counting the gold and silver 
coinages, with the greeenbacks, the National bank notes, and 
the fractional currency. What then do bank deposits really 
consist of ? They are often made up of drafts or other 
instruments of credit growing out of the movement of any 
kind of commodities moving towards a market. 

This question involves not only the question before us, but 
also the great question of currency. What is a deposit? 
It may consist of a draft drawn against the movement of any 
kind of property whatever, whether the product of manufac- 
turing, agricultural or any other skill. For instance, 100 
bales of cotton are sent from New Orleans to New York, 
shipped inland. This cotton is not money. There is not a 
dollar of actual money connected with it. It has a value 
equivalent to so much money. The party in New Orleans 
who ships it, chooses to send it to Cincinnati and draws a 
draft against it upon that place, and deposits that draft in 
bank in New Orleans. That becomes a deposit. Is it money? 
Is it not cotton and nothing else? The owner in Cincinnati 
moves it to Pittsburgh, and he puts the draft which he draws 
upon that place against it into a bank in Cincinnati, and 
there also it is a deposit. The owner in Pittsburgh again 
moves it to New York, and there again a draft is drawn and 
is deposited in bank. That is the third time that the value 
of that 1oo bales of cotton becomes the subject of a deposit, 
and yet not a single dollar of money is deposited. Now, 
what is that? Is not the tax upon those deposits the tax 
upon that cotton? Is it not a tax of one-half per cent. on 
the industrial interests of the country, as represented in that 
particular article? Clearly, it is. Money has nothing to do 
with it, whatever, except as representing the value of the 
cotton. The whole commerce of the country is so changed 
and interchanged by deposits. One illustration is as good 
as a thousand. The cotton is a commodity of commerce, 
valued at so much when it starts. It is only valued for 
the sake of accounting; and yet every movement of it is 
made from time to time the subject of a separate deposit, 
and upon that, the banks are called to pay a tax. This, | 
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say, is a tax upon commerce, just as clearly so as if you 
were to impose a tax of one-quarter per cent. per pound on 
the cotton itself. So you may follow that illustration out 
through every item of commerce that passes through the 
country, changed and interchanged. All this movement of 
commerce, if it be very rapid, is taxed more; if it move very 
slowly, it is taxed less ; and the deposits are, therefore, more 
or less, as the case may be. Therefore, this question before 
us is a vital question, not to the banks but to the whole 
country, and to its entire commerce and trade. 

{n the next place, how are these deposits made? They 
may be made by deposit with a private gentleman. Any one 
gentleman sitting here may say to the man who moves the 
100 bales of cotton, “I will give a check upon my bank for 
your cotton.” That is a deposit. It is a deposit with 
him as an individual; and what difference does it make 
whether he be called a bank or a banker, or a private per- 
son? He performs simply the duty of facilitating the trans- 
mission of the cotton to market. Consequently if you tax 
such transactions, if at all, you should not select certain 
classes of depositaries to tax—not bankers or merchants, but 
you should tax all who perform that same service. In that 
sense, there isn’t a gentleman here who is not a depositary, 
just as much as a bank or banker is. 

I say, furthermore, that the more active the commercial 
industry of the nation is, the more active are the deposits. 
In other words, the more produce there is to be moved, the 
more money value is represented, and, that is all that there 
is about it. The argument is unanswerable. Taxes upon 
deposits are direct taxes upon industry, collected through 
banks and bankers. If that be so, then the question is, 
whether it is politic at this time to tax industry? Does not 
the country require all the aids and all the facilities that it 
can secure, and to have all impediments to industry removed, 
if possible ? The instituti¢n over which I have the honor to 
preside pays $800 every day of its existence for taxes, before 
it pays a single dollar for expenses, or does anything; and 
our next door neighbor pays $1,600 every day for taxes. 
How is it possible to get this back? For the last three years 
the rate of interest charged by the New York banks has 
averaged less than 5 per cent.; and any commercial opera- 
tion now which it is safe for banks to go into must be done 
at 4 per cent., if done at all. How then can banks in New 
York pay 3 per cent. to the State, half of one per cent. to the 
Government, and these peculiar taxes on their functions 
besides? One of two things must happen. These institutions 
must be extinguished, or the tax removed. Which is best? 
Is it public policy that these institutions shall be extinguished ? 
Are we not approaching a period when, above all other times 
in the history of the country, organized capital is necessary 


44 
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for recuperation? We are passing through a period now 
when we must have, in organized form, all our possible 
resources, or we Shall utterly fail in the movement of a 
return to specie payments. 

These institutions, I say, must be extinguished (because it 
is is impossible for them to proceed and occupy the position 
they do), or this tax must be removed. Now, to prove this: 
During the last year from the city of New York alone, there 
has gone out from taxation, from bank business, capital and 
surplus ( which is the same thing), 13% millions. It has been 
divided, and given back to the parties who put it in. 
Another large institution stands ready, waiting for the result 
of this proposed removal of taxation, to say whether it shall 
send back five millions more. I allude to the Bank of Com- 
merce, the largest banking institution in the United States. 
Then there are other institutions of a smaller class ( amount- 
ing to some two millions more), ready to do the same. 
That is 13% millions of banking capital already withdrawn, 
and eight millions in contemplation of withdrawal. And the 
value of the remaining banking capital in the city of New 
York has depreciated 12% per cent. That, on a capital of 
77 millions, represents a loss of about nine millions more ; 
which makes a total of over 30 millions of bank capital and 
value lost, because it could not stand the taxation. And 
this will go on until there is nothing left. 

Now, what is the function that the banks perform? At the 
present time when currency is not wanted, they gather it up 
in reservoirs, waiting for the time when it is wanted. That 
is a service indispensable to be performed, and which indi- 
viduals cannot perform. The banks gather together the exces- 
sive currency, and they are ready, whenever the Government 
says so, to return it to the Government in exchange either 
for the funded debt, or for coin, as the Government may 
permit. And it is very hard that the banks should perform 
this valuable service—being the custodians of this idle, unused, 
unnecessary money—and then have to pay the government 
half of one per cent. on it. 

Mr. E. A. Rollins, of Philadelphia, showed that the taxes 
paid during the fiscal year, 1876, by the National and 
State banks amounted to $1,621,615 on capital, $6,504,660 on 
deposits, $3,102,061 on circulation. These aggregates he set 
forth in the following concise table : 


BANK TAXES PAID DURING FISCAL YEAR, 1876. 
Number. On Circulation. Deposits. Capital. 

By National Banks. - $ 3,091,795.76 ..$ 3,505,129.64. $632,396.16 
By State Banks and 

Private Banks and ; 

BRUOROTE, oss sensscses acy 3,829 . 10,265.52. 2,572,164.97. 989,219.61 
By Savings Banks hav- 

ing no Capital Stock. ‘ ; 427,365.78. 


—_—— 


- $3, 102,061.28 ‘ $ 6,504,660. 39 - $ 1,621,615.77 
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Mr. Rollins proceeded to show that the number of persons 
interested in National banks either as stockholders or depos- 
itors, amounts to nearly one and one-half millions of persons, 
all of whom were more or less prejudiced by the taxes in 
question. After an exhaustive argument, refuting the popu- 
lar errors as to the profits of banking, and the losses inci- 
dent to the business, Mr. Rollins showed that as other enter- 
prises and occupations had long been relieved from war 
taxes—relieved even when they were prosperous—Congress 
ought not to insist that the banks should carry their burdens 
further. He gave the subjoined interesting sketch of the rise 
and progress of the bank taxes: 

“In the spring and summer of 1862 Congress found it 
necessary to impose internal taxation. Through wise and 
judicious committees, which spent much time in determining 
proper objects of taxation, it framed the first internal revenue 
bill, which became a law on the 1st day of July of that year. 
This law was very comprehensive and far-reaching. It asked 
contributions from almost everything. It taxed manufactures 
and income, auction sales, and the slaughtering of cattle, the 
carriage in one’s stable, and the silver plate on his table. It 
subjected to stamp duty the marriage certificate of one’s 
parents, the inheritance he received from them, the insurance 
policy on his life, the mortgage on his house, the protest on 
his note, the writ under which he asked for justice, and the 
certificate of his physicians as to the cause of his death, but 
it imposed no tax upon the capital, circulation, or deposits of 
banks. Circulation and deposits were not taxed until the Act 
of March 3, 1863, and capital was first brought to charge by 
the Act of June 30, 1864. At that time the rate upon 
deposits was increased, and since then the rates upon all 
three have remained as they now are; not a dollar came to 
the Commissioner of Internal Revenue as a tax on circula- 
tion or deposits until October, 1863, when at least $75,000,000 
had been paid from other sources, and the pressure of the 
war for money was still greater than it had been before. 

“In the winter of 1865, the war being over, Congress began 
to consider the reduction of internal taxes generally. At this 
time they had reached the enormous amount of $ 310,000,000 
per annum. This at first it accomplished by enlarging the 
free list of manufactured articles, as representations and 
appeals were made to them, until the enumeration of exemp- 
tions filled half a dozen pages of the law. Then, and at sub- 
sequent sessions, relief was granted to insurance companies, 
railroads, telegraph companies, occupations, professions, &c., 
until, at last, taxes to the amount of two hundred million 
dollars were swept away. Parties in interest came in crowds 
from session to session, and the rooms of the Ways and 
Means and Finance Committees, were crowded with those 
who sought and secured relief. The banks, however, had no 
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organization, and as they failed to make request therefor, the 
law in their behalf remained unchanged. It is safe to assume 
that had their necessities been made known their taxes 
would have been abated, if not abolished. It is monstrous 
that this nation imposes the same taxes on banks now, as in 
the time of war.” , 

Passing to the sinking fund, he said that as we had paida 
considerable surplus into that fund for previous years, it is 
far better that the indulgence of the law should be craved 
again for a while than that many banks should be driven into 
liquidation and all bear unjust burdens. We had already paid 
223 millions more than the law called for, and this should 
shield us from further mischievous demands. 

Mr. James Buell, President of the Importers and Traders’ 
Bank, argued that the repeal of the tax on deposits and cap- 
ital was a compromise measure, granting no more than a 
portion of the relief which the prostrate and paralyzed busi- 
ness of this country has a right to ask in regard to bank 
taxation. He favored the bill before the committee, not 
because he thought it granted all the relief required, but 
because it was believed to be acceptable to the committee and 
to Congress, and because it granted a part at least of the 
needed relief. He said the operation of the bank taxes on 
the commercial activities of the nation was like the operation 
of the tourniquet upon a hospital patient. This little instru- 
ment, as is well known, consists of a band capable of being 
tightened by a screw, and by its means the circulation is 
arrested at will. This, said he, is just the process which is 
now strangling our financial system. The tourniquet was 
applied to it some years ago, and the screw has been tight- 
ened year after year, until the circulation of capital in this 
country has been so alarmingly disturbed and disarranged, 
that if Congress does not interfere, and take out the screw, 
the banking machinery of the nation will be injured. He 
entreated Congress to consider that no interests in the coun- 
try are so easily influenced as the commercial interests, or so 
sensitive to unequal taxation, and that upon no interests in 
the country have the discriminating war taxes been allowed 
to remain so long. 

Mr. Buell proceeded to show that the banks are the sources 
from which the wages of the working classes are drawn, and 
that if fiscal injustice weakens the banks, the wages-paying 
power of the employers of labor will be seriously disturbed 
and curtailed. His illustration of this point was both practi- 
cal and suggestive. He said: 

“Many persons have supposed that the banks are institu- 
tions in which working men have little or no concern. Never 
was a greater sophism advocated or tolerated by intelligent 
men. Where, we may ask, do our toiling artisans obtain 
their weekly wages? Not from their employer alone; for, in 
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most cases, he invests his whole capital in machinery, in 
buildings, and in raw material. The cases are very frequent, 
indeed, where the working capital with which the employer 
pays his operatives must be had from his bank or not at all. 
This is a fact familiar to every one who is practically 
acquainted with the banking business. 

“The application of an employer to his bank for money 
to pay his men is always regarded as peculiarly necessary to 
be responded to, because so many dependent and helpless 
persons will be affected by a refusal. If the bank cannot 
accommodate other valuable customers, it invariably gives the 
preference, other things being equal, to the prudent employer; 
for he has to pay his wages promptly, or his men must go 
home on the Saturday night to starving families. But how 
can a bank give such accommodation except it has the 
ability to lend? If each of twenty manufacturers want from 
their bank on the average about $2,000 next Saturday to pay 
their operatives, and if the bank has $40,000 to lend, all 
may be supplied, and the wages of this regiment of artisans 
will be promptly forthcoming. Those thousands of families 
will get their Sunday’s dinner, and the wants of the week 
will be supplied. But suppose that the bank has been 
crippled by a withdrawal of one-fourth of its capital, its lend- 
ing power having been driven away by excessive taxation, so 
that, instead of having $40,000 it only has $30,000, what will 
be the result? One-fourth of the whole sum required for the 
wages of this little battalion of work-people will not be forth- 
coming. Either one man in four will have to go without 
his wages, or else each man will receive but three-fourths 
of what is due to him. Perhaps the weaker men among the 
employers will be unable to continue their business, and their 
employés may be made to join the grand army of tramps. 

“Tt is one of the alarming features of the present taxation 
on our banks that it is driving so much capital out of the 
business, and that it is contracting the loans which these 
institutions have been accustomed to make for the payment 
of the hundreds of millions of dollars required every week 
as wages throughout the United States. During the last 
twelve months, in the city of New York alone, there has 
been a contraction of bank capital to the amount of more 
than twelve millions of dollars. This contraction is ascribed 
almost wholly to the pressure of taxation; and we beg the 
Committee to inquire, what will be the result of such a 
rapid diminution of capital?. It shows not only that there 
are twelve millions less of capital in the possession of the 
banks, but it shows a contraction of banking facilities and 
of banking activity, and of banking credits, of more than five 
times twelve millions. This is but a single instance of the 
baneful effects of the sourniguet; the screw of that powerful 
instrument of contraction is pressing to its utmost tension, 
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and if Congress do not interpose, the evils which are now so 
apparent will soon become almost irremediable ; another panic 
may be precipitated upon us at an early day. 

““We earnestly entreat the Committee to examine the evi- 
dence we have presented that bank taxes are mischievous; 
that they weaken and impair the efficiency of institutions by 
whose means employers are enabled to pay promptly the 
wages of the millions of toiling artisans in every great city 
as well as in every small town and village throughout the 
United States. Never has there been a period in the history 
of this country when banking capital was so rapidly with- 
drawn from the business of banking as during the last 
eighteen months. Never have we had such a multitude of 
accumulating proofs that bank taxes are mischievous, that 
they produce a contraction of credit, that they shake the 
confidence of the capitalists and of the banking community, 
and that they have already produced a contraction of the 
lending power of the banks equal to many times the amount 
of the capital which has been actually withdrawn. There 
is also this further cause for apprehension and alarm, that 
the evils we have briefly indicated are nearly all on the 
increase.” 

In conclusion, Mr. Buell said that as the States cannot and 
will not relieve the banks from State taxes, no relief except 
from Congress can be had from the present double taxation. 
He compared the two-fold and three-fold taxation of bank 
deposits to the Alcavala, whose desolating influence in Spain 
is well known to the readers of the history of that country. 

Two conclusions are suggested by the report just issued 
by the Council of the American Bankers’ Association, from 
which we have taken the foregoing narrative. First, the 
nation has arrived at a critical period in the history of 
fiscal legislation on the banking business. It is impossible 
for us, without great risks and dangers, to allow our bank 
taxation to remain in its present condition. Of this fact the 
Committee of Ways and Means appear to be aware. They 
are anxious on the one side to protect the revenue over 
which they are appointed to watch; and on the other side, 
they are desirous to do right in regard to the industrial 
banking and commercial interests of the country. 

The four practical questions which the Chairman of the 
Committee proposed to the Deputation, really exhaust the 
whole subject, in a legislative point of view. If the bank 
taxes are war taxes, then they are temporary in their nature, 
and should be rescinded and repealed without delay. Indeed 
they ought to have been swept from the statute-book long 
ago. Hence the Committee were justified in throwing upon 
the banks the burden of proof in regard to this point. The 
banks, on their part, have clearly demonstrated that the 
taxes in question are really war imposts, originating in the 
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exigencies of the war, and destined to end as soon as pos- 
sible after the war was over. In like manner the mischiefs 
which are produced by the bank taxes, as referred to in the 
second of Mr. Wood’s questions, are equally important, and 
are completely proved. Thirdly, the question of revenue and 
of the ability of the Treasury to spare the eight millions of 
taxation which are proposed to be given up, is also of cardi- 
nal importance. 

Finally, the advantages which will be secured by the repeal 
are so great, that were there no other reason urged against 
the taxes on the banking business, this single reason ought 
to suffice for their immediate repeal. 

When, however, we have given their full weight to these 
reasons, we find that they all lead us to the conclusion 
referred to above, namely, that our banking system and 
our fiscal legislation regarding it, have arrived at such a 
critical point as to justify anxious circumspection, if not 
alarm. We are approaching a dangerous period in the his- 
tory of our currency. In less than two years we have to 
make the transition to specie payments. This movement can 
scarcely fail to bring an enormous pressure upon our banking 
system, and it is the part of wisdom for us to strengthen 
that system at every point. If any fiscal burdens are weak- 
ening the banking machinery, those burdens must at all costs 
be removed. The banks are to our financial barque, what the 
helm is to a ship on the ocean. When a storm is expected 
it is madness to neglect the weak parts of the steering appar- 
atus; equally dangerous is it for us, with the monetary storms 
which threaten us in the early future, to put in jeopardy our 
financial system by an exhausting and oppressive taxation of 
the banks. 

The second deduction from the facts before us is, that the 
more intelligent classes of our people all over the United 
States are waking up to the importance of the crisis, and to 
the necessity of giving relief to the banks from their worst 
fiscal burdens. Never before in this country have the cham- 
bers of commerce, the boards of trade, and the commercial 
and industrial community generally, been so much agitated 
by any one fiscal grievance, not directly affecting themselves, 
as they now are in regard to the bank tax repeal. In this 
country, legislation cannot lag far behind the popular will, 
and as public opinion has so pointedly and so generally 
expressed itself on the question before us, the banks have a 
right to expect favorable and early action on the part of 
Congress, for the relief from the burdens which bank taxa- 
tion inflicts on commerce and trade. 
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THE LEGAL ASPECTS OF SPECIE PAYMENTS. 


BY THE SOLICITOR OF THE TREASURY. 


[ The following letter on specie payments was written on the 23d of January 
by the Hon. George F. Talbot, Solicitor of the United States Treasury, to 
the Attorney-General, who was requested by the President to investigate the 
legal aspects of resumption, with a view to ascertain what legislation is need- 


ful as a preliminary to resumption :] 
IS ANY FURTHER LEGISLATION NEEDFUL BEFORE RESUMPTION ? 


In my conference with you yesterday, you requested me to 
examine the statutes, and give you an expression of my 
opinion, whether or not they authorized the Secretary of the 
Treasury, without further legislation, to resume specie pay- 
ments upon the outstanding Treasury notes. It is a very 
grave question, and it would be great presumption in me to 
consider that the views I express with utmost diffidence 
should have much weight in controlling your superior judg- 
ment. I have the honor, however, to transmit them to you, 
to receive your careful consideration and revision. 

It becomes necessary first to consider precisely what 
resumption of specie payments is. A bank is said to have 
resumed specie payment when it gives coin in exchange for 
its own notes presented for payment at its counter. But such 
payment is not a cancellation of the redeemed note, which 
the bank may and does immediately pay out again, in the 
form of a loan or discount, to one of its customers. A bank 
is properly said to be a specie-paying bank, when, not pay- 
ing its noles in coin, but continually reissuing them, it holds 
itself ready to pay coin to every bill-holder demanding it. 
And so, a bank may be a specie-paying bank, although the 
coin it actually pays out may not equal the coin it receives 
in payments and deposits. 

Resumption by the United States Treasury, or by the Secre- 
tary, is precisely the same process as resumption by a bank, 
and there is no reason to believe it will not be governed by 
the same laws. The demand Treasury notes of the United 
States, called “legal tender” and “ greenbacks,” have been in 
circulation as money since 1862. They have formed, and 
still form, about one-half of the currency of the people of 
the United States. As a currency they have been eminently 
popular and satisfactory, and, in spite of the fact that during 
their whole existence they have been dishonored by the Gov- 
ernment, they have proved the most convenient, the most 
uniform, and the most successful paper currency the Ameri- 
can people have ever used. While they are likely to be in 
request as a medium of circulation, and to subserve the pur- 
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pose of a national currency still better, after they are 
exchangeable at the Treasury for gold, than now, it is not 
to be supposed that they will be presented in any considera- 
ble numbers for redemption, or that their re-issue and circu- 
lation as money can be prevented without positive and strin- 
gent legislation. So that the real question submitted to my 
consideration is, not whether the Secretary of the Treasury, 
under the existing law, can redeem, retire, cancel, and take out 
of circulation the United States Treasury notes, but, whether he 
can pay coin at the Treasury for all that shall be presented 
for payment, re-issuing them in the ordinary disbursements 
of the Government, which practice, established and adhered 
to, would be, to all intents and purposes, the much desired 
and dreaded resumption of specie payments by the United 
States. 

With this explanation I proceed to examine the powers 
and duties of the Secretary of the Treasury under the laws 
of Congress. 

There is no statute of the United States requiring or direct- 
ing the suspension of specie payments, so that resumption 
may be undertaken at once, without the infraction of any 
positive law. 

The Treasury notes now in circulation were first author- 
ized by the act of February 25, 1862. (12 Stat.-at-large 345.) 
By that act, “The Secretary of the Treasury is hereby author- 
ized to issue on the credit of the United States $ 150,000,c00 
of United States notes, not bearing interest, payable to bearer, 
at the Treasury of the United States, which notes may be re- 
issued from time to time, as the exigencies of the public interest 
shall require.’’ Section 3, of the same act, provides that “all 
the provisions of the act entitled an act to authorize the 
issue of Treasury notes, approved the 23rd day of December, 
1857, so far as they can be applied to this act, and not 
inconsistent therewith, are hereby revived and _ re-enacted. 
Recurring to the act referred to we find these provisions: 
“Such Treasury notes shall be paid and redeemed by the 
United States, at the Treasury thereof, after the expiration 
of one year from the dates of said notes.” “The payment or 
redemption of said notes herein provided for shall be made 
to the lawful holders thereof, respectively, on presentment at 
the Treasury, and shall include the principal of each note 
and the interest which shall be due thereon, and for such 
payment and redenfption, at the time or times herein speci- 
fied, the faith of the United States is hereby solemnly 
pledged.” “The Secretary of the Treasury is authorized and 
directed to cause to be paid, the principal and interest of 
such Treasury notes as may be issued under this act, at the 
time and times when according to its provisions the same 
should be paid. And so much of any unappropriated money 
in the Treasury as may be necessary for the purpose, is hereby 
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appropriated to the payment of principal and interest of said 
notes.” 

By the act of February 25th, 1862, all these provisions “so 
far as they can be applied to this act, and not inconsistent 
therewith, are revived and re-enacted.” To pay, redeem, 
cancel, and retire the Treasury notes of 1862, would be 
inconsistent with the provision in the act of 1862, that such 
notes might be re-issued. But to pay and redeem would not 
be inconsistent with the act of 1862, inasmuch, as the notes 
paid and redeemed in the hands of one holder, might there- 
after be re-issued to another holder. It is fairly inferable 
therefore, from the two acts, that payment and redemption of 
the Treasury notes by the Secretary, provided he does 
not afterwards cancel and retire them, is not only permitted, 
but directed by the act of February 25th, 1862, and the 
appropriation to make the payment out of any unappropriated 
money in the Treasury is revived and re-enacted in the said 
act of February, 1862. 

A further issue of Treasury notes was issued under the 
act of July 11th, 1862, (12 Stat.-at-large, 532.) These notes 
were made payable at the Treasury of the United States, and 
the act contained this express proviso: “Provided however, 
that any notes issued under this act may be paid in coin 
instead of being received in exchange for certificates of 
deposit, as above specified, at the direction of the Secretary 
of the Treasury.” So that this act contained an express per- 
mission to the Secretary to pay the notes in coin. Section 6 
re-enacts all the provisions of the act of February 25th, 1862, 
before recited, including the power to re-issue the Treasury 
notes, and including the revising and re-enacting of the 
before-named clauses of the act of December 23d, 1857. 

The act of March 3d, 1863, authorized the issue of 
$ 150,000,000 of Treasury notes without interest, payable to 
bearer, and authorized them, when returned to the Treasury, 
to be re-issued from time to time, as the exigencies of the 
public service might require. The same act revives and 
re-enacts the provisions of the act of December 23d, 1857, 
which are hereinbefore recited. 

Under these three acts therefore, the Secretary of the 
Treasury, appears to have been authorized, if not directed, 
to pay the Treasury notes when presented at the Treasury, 
in coin, on demand, with the right to re-issue them if the 
exigency of the public service required it, 

Let us see if this authority has ever been taken away. The 
act of April 12, 1866 (Stat. 14, sec. 31), authorized the dispos- 
ing of bonds of the United States, and the use of the pro- 
ceeds thereof, for retiring Treasury notes or other obligations 
issued under any act of Congress, “provided that of United 
States notes, not more than $10,000,000 may be retired and 
cancelled within six months from the passage of this act, and 

















thereafter not more than $4,000,000, in any one month. This 
was a provision for retiring and canceling, and withdrawing 
from circulation Treasury notes, a process entirely different 
from paying, redeeming, re-issuing, and so keeping them in 
circulation. Under its operation the circulation of that kind 


of currency was considerably contracted, but it was not found. 


advantageous, and on February 3d, 1868, Congress absolutely 

- suspended its provisions, and took from the Treasury the 
power under it, “to make any reduction of the currency by 
retiring or canceling United States notes.” But they did not 
take from the Secretary the power he already possessed to 
pay and redeem Treasury notes, and re-issue the same, or 
hold them in the Treasury, subject to be paid out in the dis- 
bursements of the Government. 

The only other legislation of Congress to be considered as 
bearing upon the question under consideration, is the act of 
January 14, 1875. This act requires the Secretary of the 
Treasury to redeem the legal-tender United States notes to 
the extent of eighty per cent. of the circulating notes there- 
afterwards issued to National banks, until the former class of 
notes is reduced to $300,000,000. This provision plainly 
requires not only a redemption, but a withdrawal, of United 


States Treasury notes, until their aggregate is reduced to. 


$ 300,000,000, provided the vacuum has been filled by an 
equivalent number, plus twenty per centum, of National bank 
notes ; but it interferes in no way with the existing authority 
of the Secretary to redeem and re-issue such of the United 
States notes actually authorized as may be __presented.. 
Another provision of the same act requires the Secretary to 
redeem in coin the United States legal-tender notes then 
outstanding, on their presentation for redemption at the office 
of the Assistant Treasurer of the United States, in the city of 
New York, in sums of not less than fifty dollars, on and after 
January 1st 1879. There is no implication in this language 


that he may not pay, redeem, and re-issue Treasury notes. 


whenever presented at the Treasury. And the express: 
authority, given him by the earlier acts to do so, could not 
be taken away by mere implication. I conclude that the 
Secretary of the Treasury has sufficient authority under exist- 
ing laws to pay coin for Treasury notes presented at the 
Treasury, provided he shall not cancel and retire them from 
circulation. In other words that he has the right to resume 
specie payments at his discretion.—Very respectfully, 
GeEorGE F. TA.sot, 
Solicitor of the Treasury.. 
Hon. ALpHonso Tart, 
Attorney General. 


In a letter to the Secretary of the Treasury written subse-. 
quently to the above, the Solicitor gives his views upon the- 
feasibility as well as the importance of immediate resump- 
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tion. Having already said that no further legislation is 
necessary, the Solicitor would have Congress adopt a sug- 
gestion made last year. This is that it re-enact the pro- 
vision in the two first acts authorizing the issue of United 
States Treasury notes, “that any holder of said United 
States notes, depositing any sum not less than one hundred 
dollars, or some multiple of one hundred dollars, with the 
Treasurer of the United States, or either of the Assistant 
Treasurers, shall receive in exchange therefor, duplicate 
certificates of deposit, one of which may be transmitted 
to the Secretary of the Treasury, who shall thereupon 
issue to the holder an equal amount of bonds of the 
United States, bearing interest at the rate of $3.65 per 
centum per annum, payable semi-annually, and redeemable at 
the Treasury of the United States, after five years, payable 
in twenty years from the date thereof,” provided that said 
bonds shall be at all times, at the option of the holder 
thereof, exchangeable for Treasury notes, at par, for the prin- 
cipal thereon, the accrued interest being paid in coin. A 
provision of this kind would permit a contraction of the 
currency to the extent that it was in excess of what would 
be needed in exchanges—a contraction regulating itself, 
according to the activity of business, and not subject to con- 
trol by the Secretary of the Treasury, by Congress, or the 
National banks. 


PUBLIC WORKS IN INDIA. 


A vigorous controversy has been going on for some time 
as to the productiveness of the public works constructed by 
the British Government in India. From some recent reports 
which have been published it is possible to obtain more 
complete evidence than has been accessible heretofore. For 
Bombay and Madras the reports have not yet appeared. 
Consequently we must at present leave them out of the account. 
For the other three districts the financial statements are re- 
ported as follows : 

Northwest 
CAPITAL EXPENDITURE. Bengal. Provinces. Punjaub. Total. 
Works in operation 4 2,344,809 . £ 3,858,516 . £1,977,765 . £ 8,181,090 
Works under construction. 1,306,823 . 677,174 . 999,729 . 2,983,726 


3,651,632 - 4,535,690. 2,977,594 - 11,164,816 
REVENUE. 
From Rates St,750 . 271,740 . 175,942 . 469,441 
Estimated increase in land 
revenue due to the works nil. 85,887 . 78,519 . 164,406 


Total revenue 21,759 - 357,627 . 254,461 . 33,847 
Deduct working expenses 36,139 « 130,860 . 118,171 . 285,170 


Net revenue — 14,380. 226,767 . 136,290 . 348,677 
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It appears in this statement that the total expenditure has 
been eleven millions sterling ; of which eight millions have 
been spent on works in operation, and three millions on 
works as yet incomplete. The revenue from these works 
amounted to $633,847 of which 4 469,441 were from the taxes 
imposed on those who were assessed for the use of water, 
and £ 164,406 for the estimated increase in the land revenue 
due to the works. Of the £ 633,847 gross revenue £ 285,170 
were consumed by operating expenses, so that the net reve- 
nue was ¥£ 348,677. But the interest charges on the capital 
expended called for £ 457,070 a year so that there is a deficit 
of £ 108,393. But, as was said, more than one-fourth of the 
capital has been expended for works which are under con- 
struction and are as yet unproductive. Confining our esti- 
mate to the productive works, the interest charges must be 
set down at £4 354,782, and the revenue direct and indirect to 
£ 348,677. On these estimates it would appear that the works 
in question are very nearly self-supporting as the deficiency 
is reduced to a little over $30,000 a year. When the reports 
of Madras and Bombay become accessible to the public, we 
shall be able to learn whether these favorable and somewhat 
unexpected results are repeated in those districts. The proba- 
bility is that the returns will be even more favorable than 
those we have now been considering. 

In the October number of F/vaser’s Magazine, an able 
writer constructs a very ingenious argument to show that in 
India, as well as in other parts of the world, productive 
agencies have been multiplied beyond all reason; and 
although there is hope everywhere else that in due time, 
and before a very long interval has elapsed, a revival of 
prosperity may be looked for, still he is obstinately deter- 
mined to see no such hope for India. All he can see in the 
future is “continued dullness, disturbed exchanges, an embar- 
rassed Government, and a possible financial crisis, which 
neither India itself, nor other Asiatic countries with which 
we trade, may for mary a long day be able to overcome.” 
To sustain this grave charge, which at first sight seems mon- 
strous and incredible, this writer tries to show that the 
money which has been spent by England in improving her 
Indian Empire, has been for the most part thrown away. 
One is surprised to see in the London Zconomist, and in 
some other English journals of late, a disposition to assume 
and take for granted this waste of capital. But the writer 
in Fraser offers the only instance we have met with in which 
an attempt has been made to demonstrate it by argument. 
He begins by giving an account of what has been done. 
He says: 

“In no country, except perhaps the United States, has the 
modern doctrine that railways, telegraphs, and all scientific 
improvements were the only roads to speedy wealth, had 
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tion. Having already said that no further legislation is 
necessary, the Solicitor would have Congress adopt a sug- 
gestion made last year. This is that it re-enact the pro- 
vision in the two first acts authorizing the issue of United 
States Treasury notes, “that any holder of said United 
States notes, depositing any sum not less than one hundred 
dollars, or some multiple of one hundred dollars, with the 
Treasurer of the United States, or either of the Assistant 
Treasurers, shall receive in exchange therefor, duplicate 
certificates of deposit, one of which may be transmitted 
to the Secretary of the Treasury, who shall thereupon 
issue to the holder an equal amount of bonds of the 
United States, bearing interest at the rate of $3.65 per 
centum per annum, payable semi-annually, and redeemable at 
the Treasury of the United States, after five years, payable 
in twenty years from the date thereof,” provided that said 
bonds shall be at all times, at the option of the holder 
thereof, exchangeable for Treasury notes, at par, for the prin- 
cipal thereon, the accrued interest being paid in coin. A 
provision of this kind would permit a contraction of the 
currency to the extent that it was in excess of what would 
be needed in exchanges—a contraction regulating itself, 
according to the activity of business, and not subject to con- 
trol by the Secretary of the Treasury, by Congress, or the 
National banks. 


PUBLIC WORKS IN INDIA. 


A vigorous controversy has been going on for some time 
as to the productiveness of the public works constructed by 
the British Government in India. From some recent reports 
which have been published it is possible to obtain more 
complete evidence than has been accessible heretofore. For 
Bombay and Madras the reports have not yet appeared. 
Consequently we must at present leave them out of the account. 
For the other three districts the financial statements are re- 
ported as follows : 

Northwest 
CAPITAL EXPENDITURE. Bengal, Provinces. Punjaub. Total. 
Works in operation £4 2,344,809 . £ 3,858,516 . £ 1,977,765 . £ 8,181,090 
Works under construction. 1,306,823 . 677,174 . 999,729 . 2,983,726 


OM id his dict cosseuxscdon 3,651,632 . 4,535,690. 2,977,594 . 11,164,816 
REVENUE. 
From Rates. ‘ 271,740 . 175,942 . 469,441 
Estimated increase in land 


revenue due to the works nil, . 85,887 . 78,519 . 164,406 


Total revenue 21,759 « 357,027 . 254,461 . 633,847 
Deduct working expenses 36,139 . 130,860 . 118,171 . 285,170 


Net revenue — 14,380 . 226,767 . 136,290 . 348,677 
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It appears in this statement that the total expenditure has 
been eleven millions sterling ; of which eight millions have 
been spent on works in operation, and three millions on 
works as yet incomplete. The revenue from these works 
amounted to $ 633,847 of which £4 469,441 were from the taxes 
imposed on those who were assessed for the use of water, 
and £ 164,406 for the estimated increase in the land revenue 
due to the works. Of the £ 633,847 gross revenue £ 285,170 
were consumed by operating expenses, so that the net reve- 
nue was ¥£ 348,677. But the interest charges on the capital 
expended called for £ 457,070 a year so that there is a deficit 
of £ 108,393. But, as was said, more than one-fourth of the 
capital has been expended for works which are under con- 
struction and are as yet unproductive. Confining our esti- 
mate to the productive works, the interest charges must be 
set down at ¥£ 354,782, and the revenue direct and indirect to 
£ 348,677. On these estimates it would appear that the works 
in question are very nearly self-supporting as the deficiency 
is reduced to a little over $30,000 a year. When the reports 
of Madras and Bombay become accessible to the public, we 
shall be able to learn whether these favorable and somewhat 
unexpected results are repeated in those districts. The proba- 
bility is that the returns will be even more favorable than 
those we have now been considering. 

In the October number of V/yraser’s Magazine, an able 
writer constructs a very ingenious argument to show that in 
India, as well as in other parts of the world, productive 
agencies have been multiplied beyond all reason; and 
although there is hope everywhere else that in due time, 
and before a very long interval has elapsed, a revival of 
prosperity may be looked for, still he is obstinately deter- 
mined to see no such hope for India. All he can see in the 
future is “continued dullness, disturbed exchanges, an embar- 
rassed Government, and a possible financial crisis, which 
neither India itself, nor other Asiatic countries with which 
we trade, may for mary a long day be able to overcome.” 
To sustain this grave charge, which at first sight seems mon- 
strous and incredible, this writer tries to show that the 
money which has been spent by England in improving her 
Indian Empire, has been for the most part thrown away. 
One is surprised to see in the London Zconomist, and in 
some other English journals of late, a disposition to assume 
and take for granted this waste of capital. But the writer 
in Fraser offers the only instance we have met with in which 
an attempt has been made to demonstrate it by argument. 
He begins by giving an account of what has been done. 
He says: 

“In no country, except perhaps the United States, has the 
modern doctrine that railways, telegraphs, and all scientific 
improvements were the only roads to speedy wealth, had 
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more unrestrained free play than in India. Ever since the 
time of Lord Dalhousie the motto of the English rulers of 
the country has been ‘material progress at any cost ;’ the 
development of the Empire by means of railways, canals, 
irrigation works, model farms, telegraphs, and roads. High 
pressure has thus been put on wherever we directly ruled, 
and the residents at the dependant native courts have in 
many cases carried the stimulus of this new spirit into the 
councils of the petty rulers whose hands they were deputed 
to guide. As a result of this, in less than twenty-five years 
India has been covered with a network of railways, which 
now reaches upwards of 6,300 miles, and a closer network 
of telegraph wires extending to some 35,000 miles. The 
enormous sum of £ 17,000,000 has been sunk in irrigation 
works on the Indus, the Sutlej, and on the Upper Ganges, 
in Orissa, and at the mouths of the Godaveri and Krishna 
rivers, besides lesser works in the Bombay Presidency and in 
the Deccan, and we are not sure whether that sum includes 
the indemnifications paid to bankrupt private companies. At 
the same time attention has been given to the improvement 
of the agriculture of the country, and to the introduction of 
new inventions, or new plants for cultivation, on all of which 
considerable sums have been spent by the Government. 
The intention of most of these works has undoubtedly been 
on the whole good. Military considerations probably had a 
good deal to do with the rapid railway building that went 
on after the Indian Mutiny was suppressed, and the direc- 
tions taken by such lines at the Scinde, Punjaub, and Delhi, 
or the Indus Valley ; and much of the telegraph communi- 
cation established was purely for Government purposes. But, 
with these deductions, the main object of the Government 
was, no doubt sincerely enough, the good of the people. 
It was hoped that a great outburst of wealth would follow 
the introduction of the iron roads, and that India would 
soon stand forward as the richest country in Asia, one 
well able to bear all the burdens laid upon her by her 
forced material revolution. She was to be ‘developed’ pre- 
cisely as England has been. 

“Tt must, I fear, be admitted that these expectations have 
been only very moderately fulfilled. A great deal of the 
work on which so much money has been spent has proved 
so far completely delusive in profitable results. No distinct 
profit has accrued to either population or Government from 
most of the irrigation works begun in undeniable good 
faith as helps to the people, but indiscreetly expanded by 


officials who did not know sufficiently what they were about. 


There are also in connection with them singular instances of 
transactions very like jobbery. A company, for instance, 
called the East India Irrigation Company, tried to construct 
the Orissa works, and to make them pay, but failed, and 
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the Government bought them up at a cost of over a mil- 
lion sterling, and it is calculated that about £ 2,600,000 
will be required altogether to complete the canals which, 
when made, will not pay their maintenance expenses. The 
Orissa people do not care for irrigation, and will not pay for 
it.* The history of the Madras Irrigation and Canal Com- 
pany is another instance too notorious to need detailing, and 
we merely call to mind the fact that the Government has to 
ay interest on some ¥ 1,600,000 of capital guaranteed to it, 
and that the works constructed by it are maintained at a 
dead loss. In other places, such as the Upper Ganges and the 
Sutlej Valley, matters have not been so bad. The water is 
more appreciated, and the people seem better able to pay 
for it, so that some of the works yield a small net per- 
centage on the capital outlay. As a whole, however, the 
irrigation works of the Indian Government are not pros- 
perous, and do not yield on the best view more than half 
the interest on their capital. They and the railways together 
thus entail heavy burdens on the taxation of the country. 
The result from one point of view of all the progress fever 
of the past quarter of a century has in fact been that the 
gross debt of the Empire, including short loans and the rail- 
way obligations guaranteed by the Imperial Exchequer, has 
risen from £ 162,000,000 in 1865 to upwards of £ 224,000,000 
at the end of the last financial year. State railways alone 
absorbed £ 3,000,000 in the financial year ended March, 1875, 
and the money needs to be borrowed, so that lately between 
this outlay and the heavier financial charges the debt of 
India has been increasing at an unusually rapid pace. The 
total debt, exclusive of the then small guaranteed railway 
capital, was only £ 59,500,000 in 1858, when the Crown suc- 
ceeded to the inheritance of the defunct East India Com- 
pany, and ten years before it was only ¥£ 49,000,000, big 
enough for the wealth of our dominions. The present 
amount of the debt we have given, and the charge for the 
interest on the funded and unfunded debt, and on railway 
guarantees, is now over £ 10,500,000, including the charges 
on the East India Company’s stock. Ten years ago the total 
charge was a little over £ 6,000,000, in 1858 it was only 
# 2,500,000, and at the beginning of Lord Dalhousie’s admin- 
istration in 1848 it was £ 2,300,000. Of this enormously 
increased burden the railways and canals nominally meet 
about £ 3,900,000, and the rest has to come out of the aug- 
mented taxes of the Empire.” 

These arguments are very adroitly put. It is perfectly 
clear that there has been a great expenditure. The works 
which have been constructed have involved an immense out- 
lay, but the country is commensurate with that outlay, and 
its population is more than commensurate. Whether the 


% Moral and Material Progress of India, 1874, pp. 68, 69. 
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money has been well spent or not it has reared a vast mech- 
anism of productive power which is at present only in its in- 
cipient stages of growth. As shown above, it is vigorously at 
work, and is producing returns, which though not so great as 
the same outlay would have produced in England or the 
United States, are very promising for the future, and exceed 
the expectations indulged by many persons when the works 
were undertaken. The writer before us goes on to say, that 
further outlay on these incomplete government works in India 
must be stopped. If this chimerical proposition could be ac- 
cepted, there is no doubt that many promising branches of 
railroad and many useful improvements of other kinds would 
be comparatively useless. But even then the great body of 
the productive works created by the Government in India 
would continue to increase in value, though their growth 
would not be so rapid as if the pruning process had been 
more judiciously regulated. The only other argument worth 
attention in the article before us is as to the revenue. It 
says, the revenue of the government in India has not in- 
creased as much as it ought to have done, and the people 
are so poor that they are unable to bear a heavy taxa- 
tion. He adds that the increase in the Indian revenue has 
been gained rather by an extension of territory than by com- 
pelling the people to pay a larger sum fer capita as taxation. 
If it be true that the taxes now raised in India press less 
heavily upon the individual citizen than ten or fifteen years 
ago, when the aggregate revenue was less, what does this 
show, except that the Indian tax payer has enjoyed the same 
relief as the British tax payer at home? Is it not notorious 
that although the revenue of Great Britain has averaged of 
late years a greater sum than ever before, the individual tax 
payer has a less share to contribute, so that the pressure of 
taxation has been growing less. If this principle has been 
illustrated in India as the writer in Fraser’s Magazine affirms, 
very few persons will treat his discovery as of much conse- 
quence, or will deduce from it the sinister predictions which 
seem to give him so melancholy a pleasure. Perhaps it may 
be possible to prove that the great public works of India are 
worthless, and that the capital sunk in them has been wasted. 
But candor compels us to say that neither this writer, nor the 
multitude of others who sympathize with him, have succeeded 
in demonstrating the fact or even in rendering it probable. 
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THE NATIONAL DEBT MAY BE EASILY PAID.— 
COMPARISON WITH THE REVOLUTIONARY DEBT. 


BY GEORGE M. WESTON. 


If we knew with accuracy the ratio of the present National 
debt to the wealth and revenue capacity of the country, and 
also knew with accuracy, what the ratio was of the Revolu- 
tionary debt to the wealth and revenue capacity of the coun- 
try during the first twenty years under the present constitu- 
tion (1790 to 1810), we could deduce from the comparison 
instructive lessons. The comparison would show what is pos- 
sible to be done in respect to the liquidation of our existing 
debt. It would also show what ought to be done, so far as 
we are disposed to imitate the examples and to follow the 
“safe precedents” of the founders of the Government. 

Exact accuracy in this comparison is not practicable, but 
such approximations to accuracy may be made, as to throw 
valuable light upon the possibilities and duties of the case. 

During the first decade under the present constitution (1790 
to 1800) our ancestors paid the interest on the Revolutionary 
debt. During the second decade, they paid half the princi- 
pal of it. If the second war of 1812-15, with Great Britain, 
had not occurred, it is apparent that they would have paid 
the remaining half of the principal by about the middle of 
the third decade. 

The census makers give the true value of the property in 


the United States, as follows: 
Millions of 
Years. Dollars. 


MOINS dadstsscascdbancsondesinss soastinsesieassseacsieanees socccssccccccosces 7,135 


Before 1850 nothing like a valuation was prescribed in the 
various laws for taking the census. To, and including 1830, 
there were mere enumerations of persons, with varying classi- 
fications. 

The census of 1840 gave some meagre accounts of employ- 
ments and industries. 

Some suspicion of inflation may attach to the valuation of 
1870, the currency having been then considerably depreciated, 
but, as a whole, the prices of real estate, which constitutes 
the great item of property, were not raised by this deprecia- 
tion. It is doubtful if they were at all raised by it. They 
were enhanced, as a general rule, only in the cities, and there 
was another cause for that—in the growth of the urban popu- 
lations, 
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As will be seen, the wealth reported by the census makers, 
considerably more than duplicated between 1850 and 1860, 
but fell somewhat short of a duplication between 1860 and 
1870. 

In the whole twenty years the increase was something more 
than four-fold. 

If we apply the rule of quadrupling once in twenty years, 
to the sixty years running back from 1850 to 1790, it would 
give us only one hundred and eleven millions as the wealth 
of the country in 1790. In fact, the ratio of gain in wealth, 
was much slower before 1850, than afterwards. Railroads, 
machinery, and inventions of all kinds, have so multiplied in 
recent times as to double wealth in ten years, but we cannot 
calculate backwards to 1790 in that way. So much it is 
easy to apprehend, but it is not easy to determine satisfac- 
torily by what rule we should be governed in such a calcu- 
lation. 

Mr. Tucker, author of Progress of the United States, published 
in 1843, arrives at the conclusion that the decennial increase of 
wealth had been fifty-three per cent., while that of popula- 
tion had been only thirty three and one-third per cent. If 
that is the true rule for calculating backwards from 1850 
the wealth of the country was 852 millions in 1790, and 
1,303 millions in 1800. 

The houses and lands were valued by National authority, 
under the direct tax acts of 1798 and 1813, in ten States, and 
show an increase from § 359,235,067, to $ 802,870,999. This is 
123 per cent. in fifteen years, or equal to a decimal increase 
of 68 per cent. The decennial increase of population in the 
same States was 30 per cent. These ten States were New 
Hampshire, Massachusetts, Rhode Island, Connecticut, Ver- 
mont, New York, Delaware, Maryland, North Carolina, and 
Tennessee. The other States assumed the direct tax of 1813, 
so that as to them these comparisons cannot be made. 

This increase of the value of the realty in ten States is 
one of the elements in Mr. Tucker’s calculations. The other 
elements which he introduces, and which reduce the calcu- 
lated decennial increase of wealth from sixty-eight to fifty- 
three per cent., are comparisons of the valuations of the 
realty at various dates, in New York and Virginia; of the 
consumption of three articles in common use, tea, coffee, and 
wine; and of exports, imports, manufactures, and specie in 
circulation. All authorities agree that wealth has always 
increased in this country more rapidly than numbers. 

The total National valuation of houses and lands, in 1798, 
was as follows 

Number. Value in dollars. 
Acres of land 163, 746,688 479,293, 263 
Houses ‘ 140, 683,984 


619,977,247 





1877. ] THE NATIONAL DEBT. 691 


Houses and the lots (not exceeding two acres) on which 
they were built, of less than $100 in value, were excluded 
altogether from the assessment. 

In 1798 the wealth of the country, outside of houses and 
lands, was inconsiderable, and if they were correctly valued, 
such an estimate of the total wealth in 1790, and _ 1800, 
namely, 852 millions and 1,303 millions, as would result from 
applying the rule of Mr. Tucker, is too high. But if we adopt 
this rule, and take for the years 1795, and 1865, the mean of 
the valuations and populations at the immediately preceding 
and succeeding census periods, the following figures represent 
the numbers and wealth of the country at the dates named: 


Valuation 
Years. Population. in millions. 


543 1,077 
23,114 
Our present debt reached its maximum in 1865 ( August 
31). The Revolutionary debt, as its different portions were 
successively funded, reached its maximum in 1795, adopting 
for that year, the figures of January 1, 1796. The debt of 
1795 was eighty-four millions; that of 1865 was 2,846 mil- 
lions. This would show in 1865, a valuation twenty-two times 
as great, and a debt thirty-four times as great, as in 1795. 
But valuation is only one measure of the capacity to yield 
revenue, as taxes fall on labor, incomes, and consumption, 
as well as on property. At the present day, as compared with 
the rude and impoverished period which followed the revolu- 
tion, wages and the income of capital are higher, and the con- 
sumption is relatively greater, of the articles upon which 
duties of importation and excise may be levied. 
The actual net revenue of the government, excluding loans 
and premiums on loans, compares in three decades as follows : 
Decades 
ending Income. Dollars. 
56, 800,000 
132,000,000 
3 767,643,652 


The last decade is from June 30, 1865, to June 30, 1875. 

These figures, as comparisons of the revenue capacity of 
the periods named, are probably too favorable to the two 
first decades named. Taxation was high and searching for 
two or three years after the late civil war, but great reduc- 
tions began then to be made. The tea and coffee duties, the 
income tax, and nearly all the stamp duties have been taken 
off, and the reductions in other taxes have been great. The 
aggregate revenue was thus cut down from 520 millions in 
1865 to 234 millions in 1875. On the contrary, all historical 
accounts prove that from 1790, to 1810, the successive adminis- 
trations, struggling with difficulties of all kinds, and intent 
upon the early payment of the Revolutionary debt, imposed 
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every burden which they believed the country could bear, and 
intended to improve all sources of revenue to the utmost. In 
the first decade, they resorted to direct taxes (in 1798), and 
to taxes on whiskey, which brought on a rebellion, assuming 
the proportions of a war; General Washington calling 15,000 
troops into the field. There was no relaxation of the struggle 
to pay the interest and reduce the principal of the debt. 
Improving revenues did not lead to propositions to take off 
taxes, but the spectacle of a diminishing debt seemed rather 
to encourage the country to endure taxation. It is therefore 
fair to conclude that the revenues actually obtained from 
1790 to 1810, were up to the limit of the capacity of the 
nation. 

President Washington, in his speeches to Congress, had con- 
stantly urged the great duty of paying off the obligations of 
the country. In his Farewell Address to the people, upon 
retiring from public life, he manifested how deeply he had 
this at heart, in the following words, which cannot be too 
often repeated : 

“Avoid likewise the accumulation of debt, not only by 
shunning occasions of expense, but by vigorous exertions, in 
time of peace, to discharge the debts which unavoidable wars 
may have occasioned, not ungenerously throwing upon pos- 
terity the burden which we ourselves ought to bear. Bear in 
mind, that towards the payment of debts, there must be rev- 
enue; that to have revenue, there must be taxes; and no 
taxes can be devised, which are not more or less inconve- 
nient and unpleasant.” 

This address was made to willing hearers. They increased 
the revenues from fifty-seven millions in the first decade 
under the constitution to 132 millions in the second decade, 
and of the 132 millions they applied only fifty-six millions 
to the support of the Government, leaving seventy-six mil- 
lions for the service of the public debt, the principal of which 
(including the new debt for the purchase of Louisiana,) was 
thus reduced one-half in ten years. These “vigorous exertions, 
in time of peace, to discharge the debts which unavoidable wars” 
had “ occasioned,’ we certainly imitated in the first four or five 
years after the surrender of Appomattox, but we have failed 
to emulate the steadiness of purpose which characterized our 
ancestors. They augmented revenue, as growing wealth and 
population made it possible to do so. We, on the contrary, 
have diminished revenue. No nation can be said to be mak- 
ing “vigorous exertions in time of peace” to pay off debts, when 
it relieves from taxes, and very little for the benefit of con- 
sumers, such articles as tea and coffee. 

If we compare the first and second decades under the Con- 
stitution, not with the first decade after the close of the 
Civil War, but with the second decade, upon which we have 
just entered, it becomes apparent, with what ease, as com- 
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pared with the difficulties with which our ancestors strug- 
gled, our present debt can be grappled with, and how 
unjustifiable the proposition is to issue bonds irredeemable 
for half a century. Our debt April 1, 1876, deducting cer- 
tificates of deposits, the deposits being on hand, was 2,132 
millions. With the same ratio of increase as between 1860 
and 1870 the mean population for the decade ending in 
1885 will be 48,197,964, and the mean valuation will be 
56,000 millions. As to our revenue, it may be said that 
within reasonable limits, it will be just what we choose to 
make it. It will be fifty-two hundred millions, if we bring 
it up to the standard of the year 1866; it will be thirty-seven 
hundred and sixty-seven millions, if we fix upon the mean 
revenue of the decade ending in 1875. With any approxima- 
tion to the economies and reform promised by both the great 
political parties, very little of the debt would remain in 
1885, with the smaller revenue of 3,767 millions. 

But let us suppose that we get no reform, and no econom- 
ies, but spend as much in this decade as in the last, and with 
no more revenue, when the receipts, exclusive of loans, were 
3,767 millions, and the outgoes, exclusive of the service of the 
debtt were 2,030 millions. That left for the deb, 1,747 mil- 
lions. Such a balance as that would pay off principal far 
more rapidly in this decade, because the interest account is 
so much reduced. In the two years when it was highest, it 
stood as follows : 

$ 143,781, 591 
140,424,045 

In the whole decade it was $1,235,101,451, 

In the first year of this decade, the interest account was 
ninety-five millions. The mean for the decade, with any tol- 
erable management, will not exceed seventy millions. The 
refundings alone, in which the Secretary of the Treasury is 
is engaged, will reduce it to eighty millions, and the reduc- 
tion of the principal will diminish the average annual inter- 
est for the ten years to seventy millions. 

On this calculation, the income of the decade, 3,767 mil- 


lions, will be applied as follows: 
Millions. 


Expenses of Government. 
Interest on debt 


“cc ’ 


This calculation calls for no more “reform” or “ economies,” 
than we have had for the past ten years, and for no more 
revenue than we have had in the past ten years, although our 
wealth during this decade will be nearly double what it was 
during the last. Such “exertions in time of peace’’ will not be 
deemed overstrained, to pay off debts, incurred, to be sure, 
in an “unavoidable war,’ but very largely from the reckless 
and extravagant manner in which it was carried on. And 
considering that this generation profited by the extravagance 
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and recklessness of the war, not to make such “ exertions’’ will 
be most “ wngenerously throwing upon posterity the burden whch we 
ourselves ought to bear.” 

The pensions paid during the last decade were 268 mil- 
lions. They will be less during this decade, unless they are 
supplemented by new grants to claim agents, under the name 
of equalized bounties. And it should be added, that in the 
ordinary expenditure of 2,030 millions of the last decade is 
included the payment of several items which appear in the 
debt of 2,846 millions of August 31, 1865. 

In the article on the Funding System, furnished for the 
Encyclopedia Britannica, David Ricardo says : 

“To pay off the whole, or a great portion-of our debt, 
is, in our estimation, a most desirable object. If the debt 
were paid by a tax on property, once for all, it would effect 
its object. Its operation might be completed in two or three 
years during peace. Thus, by one great effort, we should get 
rid of one of the most terrible scourges which was ever 
invented to afflict a nation.” 

To the suggestion, that money could not be obtained to 
pay taxes so heavy, Mr. Ricardo replies that it would be 
readily furnished by those to whom the government would 
be paying the debt. 

“Withdraw,” he says, “this great borrower from the mar- 
ket, and private borrowers would be readily accommodated.” 

The statement that enlightened opinion in England is in 
favor of the permanent continuance of the English debt, is 
not confirmed by the fact that this trenchant article of 
Ricardo has been continued in successive editions of the 
Encyclopedia Britanica. In a note in the eighth edition, the 
editors say: 

“The article on the Funding System, by the late David 
Ricardo, Esq., has always been reputed so excellent, that it 
has been deemed advisable tc retain it entire, and the sup- 
plement to it by his son, will bring down the information on 
the subject to the present time.” 

What would be practicable in respect to the British debt, 
which is all held at home, would not be practicable in respect 
to our debt, so considerable a portion of which is held abroad. 
We have neither the disposable gold and silver, nor merchan- 
dise, wherewith to discharge what we owe in Europe, within 
two or three years. But we can easily pay everybody, at 
home and abroad, within ten years. If we fail to do it, it 
will not be from the lack of means, but because we do not 
choose to do it. 

It is unfortunate that the existing Act of 1870, under 
which the debt is being refunded, permits a portion of 
it to be negotiated on a term of thirty years. That,, 
was contrary to all the National precedents. The debt for 
the purchase of Louisiana was all reimbursable wfthin fiiteen 
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years. The loans of the war of 1812-15, with Albert Gallatin 
at the head of the Treasury, were limited to twelve years. 
Down to the Civil War, no loan was made beyond twenty 
years. During the Civil War, Mr. Chase was even more 
stringent and inflexible in reserving the right of the Govern- 
ment to pay within short terms. Nearly all the borrowings 
under his administration could be re-imbursed within five 
years, at the option of the Government, and beyond the 
limit of ten years he absolutely refused to go in any case. 
Those who now say that he could have borrowed at better 
rates, on longer terms, reason carelessly from the state of 
things at present existing. It is undoubtedly true, to-day, 
that a long bond can be marketed at a less rate of interest 
than a short one. But that was not true in any appreciable 
degree, while the Civil War was raging, and the proof of that 
was the near approximation in prices of six per cent. bonds 
redeemable in five years, and of six per cent. bonds not 
redeemable until 1881. The dominating question at that time, 
was not the length, but the safety, of the bond, depending as 
that did on the issue of the struggle for the Union. Mr. 
Chase made mistakes, but not in this matter. 

A loan on thirty years from 1871, implies a continuance of 
some portion of the debt to 1907, for which there can be 
no justification, and the proposed interest of four per cent., 
is as excessive as the proposed term of it. England floats a 
debt of thirty-five hundred millions of dollars, at a price for 
its stocks which yields to investors an income of only three 
and one-fifth per cent. Home customers for our stocks are 
less wealthy, and have less power of absorbing securities, but 
we could certainly float one thousand millions at as easy a 
rate. Long before 1907 our debt, with any tolerable manage- 
ment, will be brought far within one thousand millions. All 
interests demand that it should be, except the single one, 
unfortunately too powerful, which profits by the high rate of 
income which its existing amount necessitates. 


a 


GREAT DISCOVERY OF COINS IN RoME.—The London Times states that a 
numismatic discovery almost unparalleled in extent has been made near Verona. 
Two large amphoree have been found containing no less than two quintals, or 
about six hundred English pounds weight, of coins of the Emperor Gallineus 
and his successors within the hundred years following his reign. The number 
of coins is estimated at between 50,000 and 55,000. Of those of the Emperor 
Probus there are more than 4,000. 

The majority are of bronze, but there are some of silver and others of bronze 
silvered (suberate). They are all in the finest state of preservation, and, with 
the exception of those of Gallineus, which are a little worn, they are so fresh 
from the mint as to make it evident they were never put into circulation. The 
discovery has been considered of sufficient importance for the Minister of Pub- 
lic Instruction to dispatch Signor Pigorini specially to Verona to report upon 
it. All the finest examples are to be placed in the museum of Verona, and the 
remainder either exchanged in sets with other museums or sold, as may be 
decided upon. 
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INTEREST-BEARING LEGAL TENDERS IN THEIR 
RELATIONS TO RESUMPTION. 


BY DUDLEY P. BAILEY, JR. 


On the necessity of funding a portion of our paper money 
as a condition of successful resumption, our principal financial 
authorities are substantially agreed. There is, however, room 
for doubt whether funding in an ordinary four or four and a 
half per cent. bond is the wisest course. Conversion into inter- 
est-bearing legal-tender notes offers some advantages which 
deserve consideration. The Government might annually, for 
the next two years, withdraw and cancel from fifty to seventy- 
five millions in United States notes, of denominations of ten 
dollars and upwards, and issue in their place Treasury notes 
of similar denominations, running three years and _ bearing 
interest at the rate of four and a half or five per cent., paya- 
ble with the principal in coin, or having principal and inter- 
est, or either, exchangeable at the option of the Government, in 
sums of $50, or any multiple thereof, for four and a half 
per cent. bonds, like those authorized by the funding acts. 
These Treasury notes should be a legal tender to the same 
extent as United States notes, for their face value, excluding 
interest, until the resumption of specie payments, after which 
they should cease to enjoy this quality, but might be made 
exchangeable, at the option of the holder, in sums of $50, or 
any multiple thereof, for the bonds already mentioned, the 
details to be so arranged as to avoid inconvenience in dealing 
with fractional periods or amounts. The banks should be 
allowed to hold only a limited quantity of them as a part of 
their reserves, this to be gradually diminished as the resump- 
tion of specie payments approaches. 

The effect of such an issue of Treasury notes may be 
readily foreseen. At first they would be largely used as cur- 
rency, but as the interest accumulated the holders would 
grow more reluctant to part with them for their face value. 
Before touching money that was growing every day more 
valuable, they would give up all their non-interest-bearing 
notes. The circulation of the former would grow slower and 
slower until they were absorbed among the hoards of the 
country, and were permanently withdrawn from circulation 
for investment. Not being beyond reach however, they could 
be called forth in case of emergency, thus giving the cur- 
rency an elastic reserve power, which would be most useful 
in the progress of contraction. By this means, $ 100,000,000 
or more of the government demand notes might, in the course 
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of the two years remaining before the resumption of specie 
payments, be funded with the smallest possible disturbance 
to the money market, thus limiting by so much the risks 
attendant on so great an undertaking. 

This is no novel or untried scheme. It was several years 
ago advocated, among others, by the late Amasa Walker, one 
of the ablest writers on currency in New England. The 
operation of interest-bearing legal tenders upon the currency, 
was fully tested among the numerous expedients resorted to 
during the war. The first act, authorizing their issue, bears 
date of March 3, 1863, and authorized not over $ 400,000,000 
in Treasury notes, payable in not over three years from their 
date, and bearing not over six per cent. interest, “payable at 
periods expressed on the face of such notes.” They were to 
be issued in denominations of not less than ten dollars, and 
might be made a legal tender to the same extent as United 
States notes, for their face value, excluding interest. The act 
of June 30, 1864, authorized the Secretary of the Treasury to 
issue $ 200,000,000 more of such notes, bearing not over seven 
and three-tenths per cent. interest, “ payable in lawful money, 
at maturity, or at the discretion of the Secretary, semi-annu- 
ally.” The act of January 28, 1865, anthorized a further issue 
in lieu of bonds authorized by the act of June 30, 1864, 
remaining nnsold. 

The success of the Five-Twenty Loan carried the govern- 
ment nearly through the year 1863, and no interest-bearing 
legal tenders were issued, until near the close of the year. 
They were first issued in the shape of coupon notes, running 
two years, and bearing interest at the rate of five per cent. 
Of these, $50,000,000 were reported outstanding, January 1, 
1864. Their volume reached $95,502,031, March 1st, and 
$ 115,581,414, April 1st. There were also issued a few Treas- 
ury notes, running two years, and bearing interest at five per 
cent., payable at ‘naturity. Of these, $29,801,536 were 
reported outstanding April 1, 1864. The amount of all the 
two-year Treasury notes outstanding on the retirement of 
Secretary Chase, on the 30th of June, 1864, was $ 108,951,450. 
There were besides, one year five per cent. legal tenders, of 
which $26,520,000 were outstanding April 1, and $ 44,520,000, 
June 30, 1864. The whole amount of one and two-year notes 
issued was $211,000,000. Compound-interest notes had at the 
last date mentioned, been issued to the amount of $17,250,000, 
of which $15,000,000 were then outstanding, giving a total of 
$ 168,471,450 interest-bearing legal tenders at that date. 

Such was the incongruous multiplicity of these obligations, 
which Secretary Fessenden found in circulation on entering 
the Treasury department, and it reflects great credit upon the 
Sagacity of his financial administration, that he not only 
reduced them to greater simplicity, but gave them that form 
in which they were least likely to cause monetary derange- 
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ment. In his annual report for 1864, he thus explains the 
operation of these notes, and his policy in regard to them: 
“To a considerable extent these notes have been, and will 
continue to be used as currency. Those with coupons have 
been found particularly objectionable, as, though withdrawn 
to a certain extent while the interest is maturing, they are 
liable to be periodically rushed upon the market. In consid- 
eration of this feature, a large amount, viz: about ninety 
millions of the original issue of one hundred and fifty mil- 
lions of these coupon notes, have been withdrawn and 
destroyed, and their place occupied by notes payable in three 
years, bearing interest at six per centum, compounded semi- 
annually. This is believed to be the best form of interest- 
bearing legal tender notes, as being more likely to be with- 
drawn and held until maturity as an investment.” 

The anticipations of the Secretary, in this respect, were 
fully realized. The pressing necessities of the Government 
were met, $ 217,024,160 of compound-interest notes were issued 
without much additional inflation of the currency, and they 
were subsequently withdrawn without producing any serious 
stringency. The volume of the interest bearing-legal tenders, 
and the proportion which they constituted of the whole legal- 
tender, fractional, and bank-note currency, is shown below: 


One and two- Contp.-Interest- Total Govern- Total 
year Notes. Notes. ment currency. Bank Notes. currency. 


$ $ $ $ & 


Date. 


June 
Oct. 
M’ch 31,’65 
Sept. 30, * 
pec. 33; ° 
June 30,66 
“6 “<6 67 
“ce “eé "68 
eé sé 69 


30,"64 153,471,450 . 
31, ** 120,519,110. 
69, 522,359 - 
321954,030 - 
8,536,900 . 
31454, 230 - 
1,123,630 . 
5552492 « 
3475772 - 


15,000,000 . 
102, 329,680 . 
156,477,650 . 
217,012,141 . 
180,012,141 . 
159,012,140. 
122, 394,480 . 


623, 325,997 
676,735,230 
683,414,672 
704,614,695 
640, 780,851 
590,428,614 
523,817,662 


28,161,810 . *467,485,976 
2,871,410 . t443,577,558 


. 152,022,271 . 
. 175,000,000 . 
« 220,496,488 . 
. 250,189,478 . 
. 258,688,685 . 
. 287,794,841 . 
- 296,253,665 . 
. 298,072,035 . 
» 295,312,160. 


775; 348,268 
851,735,230 
903,911, 160 
954,804, 173 
899, 469, 536 
878,223,455 
820,071, 327 
765,558,011 
738,889,718 


The volume of the currency and interest-bearing legal tenders, 
as well as prices, reached a maximum in August or Septem- 
ber, 1865, from which period, to June 30, 1869, when the 
interest-bearing legal tenders were nearly all withdrawn, the 
aggregate contraction of the currency amounted to 216 mil- 
lions, which proceeded as follows : 


Sept. 31 to Dec. 31, 1865, (3 mos.)....... 
Jan. 1 to June 30, 1866, (6 mos.)....... 
July 1, 1866, to June 30, 1867, (1 year.) 
July 1, 1867, to June 30, 1868, (1 year.) 
July 1, 1868, to June 30, 1869, (1 year. ) 


Total, 45 months 
Average per month 


Contraction of 
Int.-bearing 
Notes. 
$ 61,417,130 
26,082,671 
38,948, 260 
94, 800, 808 
25,498, 120 


$ 246,746,989 
5483, 000 


Contraction of 
total currency. 
$ 53334637 
21,246,081 
58, 152,128 
545513, 316 
26, 668, 293 


s 215,914,455 
4,798,000 


* Including $50,000,000 of three per cent. certificates payable on demand, for the most 


part used as a substitute for currency. 


f Including $ 52,120,000 three per cent. certificates. 
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The aggregate contraction was considerably less than the 
reduction in the amount of Government currency outstanding, 
the contraction in the latter, which amounted to 261 millions, 
being to some extent offset by a bank note expansion. The 
net contraction was, however, considerably larger than many 
have supposed possible, without producing serious monetary 
disturbance. Yet aside from a temporary stringency, caused 
by the greenback contraction under Secretary McCulloch, the 
change proceeded so quietly as scarcely to attract notice. 
The interest-bearing notes were not missed, from the fact that 
for a year or two before their withdrawal they were not in 
circulation at all, but had been withdrawn for investment. 
As early as October 1, 1865, the Comptroller of the Currency 
estimated that not over $10,000,000 of the compound-interest 
notes remained in actual circulation, and that of the remain- 
der, $74,261,847 were held by the banks, and §$ 121,314,195 
by insurance and trust companies, and savings banks, mostly 
as investments. The circulation at that date was estimated 
by the Comptroller at only $ 460,844,229, while on the 1st of 
July, 1869, it had increased to $ 552,000,000. 

The proposed change, briefly stated, is, to substitute, to a 
limited extent, for our active greenback circulation, a cur- 
rency which tends to become progressively inactive and is 
destined to be ultimately funded. The great bulk of the 
interest-bearing legal tenders issued under this scheme in 
1877, and a considerable proportion of those issued in 1878, 
would cease to circulate by the rst of January, 1879, thus 
effecting the needed contraction of the currency with the 
least possible derangement to business. Some degree of 
pressure is inevitable in the transition to the specie standard, 
but any serious stringency is the less to be feared under our 
present free banking law, since the banks have it in their 
power to issue more currency if needed. In view of the 
probability that the Treasury will be but poorly supplied with 
coin on the rst of January, 1879, the urgent necessity of 
reducing the demands that can be made upon it, in the 
manner suggested, or in some other way, is_ sufficiently 
apparent. 


THRIFT IN SCOTLAND.—The reports of the annual meetings of the National 
Security Savings-Banks in Scotland show a distinct advance on the previously 
hoarded wealth. The habit of thrift in the industrial ranks has risen even 
superior to the dull trade, for we find that, in all the cases we have seen, the 
deposit receipts are greater in value and number for 1876 than those of the 
previous years. It is a most extraordinary fact, turn it round as you like, 
that the accumulated capital of these depositors in Scotland is nearly five 
and a half millions sterling, and that the growth would seem to be steady, 
at the rate of a quarter of a million per annum.—/udlic Opinion. 
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BI-METALLIC MONEY. IL. 
BY EMILE DE LAVELEYE, 
[ Continued from February No., page 624. ] 
TRANSLATED BY GEORGE WALKER. 


If it be a fact that bi-metallic money is subject to greater 
depreciation in the long run, than money composed of one 
metal only, I have shown that this disadvantage (from the 
standpoint of stability in the common measure of value,) 
is compensated by two signal advantages, namely : 

first, an abundance of money diminishes the relative bur- 
den of old debts; and secondly, it favors the growth of pro- 
duction and trade. On the other hand, bi-metallic money is 
less subject to sudden variations within short periods, and 
this is a point of much importance to industry and commerce, 
inasmuch as the larger number of contracts are at short dates. 

The greater stability of bi-metallic money is an economic 
truth of the greatest importance. To M. Wolowski, I think, 
belongs the honor of having discovered it. M. Chevalier, and 
the economists of his school, have always denied it. Mr. 
Jevons, the eminent Manchester professor, explains the com- 
pensating action resulting from the simultaneous use of both 
the precious metals, in a chapter specially devoted to the 
subject, in his new work on Money. He thus speaks of 
it: “English writers seem to have completely misunder- 
stood the question, asserting that the system of the double 
standard exposes us to the extreme fluctuations of both 
metals. <A little reflection must show that MM. Wolowski 
and Courcelle-Seneuil are quite correct in arguing that a 
compensatory, or, aS I should prefer to call it, eguztbratory, action, 
goes on under the French currency law, and tends to main- 
tain both gold and silver more steady in value than they 
would otherwise be, If silver becomes more valuable than in 
the ratio of one to fifteen and a half, compared with gold, 
there arises at once a tendency to import gold into any 
country possessing the double standard, so that it may 
be coined there, and exchanged for a legally equivalent 
weight of silver coin to be exported again. This is not 
matter of theory only, the process having gone on in France 
until the principal currency, which was mainly composed of 
silver in 1849, was, in 1860, almost wholly of gold. France 
absorbed the cheapened metal in vast quantities, and remitted 
the dearer metal, which must have had the effect of prevent- 
ing gold from falling and silver from rising so much in value 
as they would otherwise have done. It is obvious, that if 
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gold rose in value compared with silver, the action would be 
reversed ; gold would be absorbed and silver liberated. At 
any moment the standard of value is doubtless one metal or 
the other, and not both; yet the fact that there is an alterna- 
tive, tends to make each vary much less than it would other- 
wise do. It cannot prevent both metals falling or rising in 
value compared with other commodities, but it can throw 
variations of supply and demand over a larger area, instead 
of leaving each metal to be affected only by its own acci- 
dents. 


“Imagine two reservoirs of water, each subject to indepen- 
dent variations of supply and demand. In the absence of 
any connecting pipe, the level of the water in each reservoir 
will be subject to its own fluctuations only. But if we open 
a connection, the water in both will assume a certain mean 
level, and the effects of any excessive supply or demand will 
be distributed over the whole area of both reservoirs. The 
mass of the metals, gold and silver, circulating in Western 
Europe, in late years, is exactly represented by the water in 
those reservoirs, and the connecting pipe is the law of the 
7th Germinal, An. XI, which enables one metal to take the 
place of the other as an unlimited legal tender. ’ 


Mr. Jevons also shows by a lineal diagram, that with bi- 
metallic money, prices are more stable than with money 
composed of one metal only. 

The same truth may be demonstrated in another way. We 
know that the precious metals have a very uniform value; 
inasmuch as the annual production is only a sixtieth part of 
the entire mass which exists in the world, an increase of pro 
duction can have only a slight influence, and must be long 
continued in order to be felt. The larger the stock, the less 
will an increase of supply of gold or silver diminish the value 
of the whole mass. If you admit both gold and silver into 
the circulation, the monetary stock will be about fifty mil- 
liards of francs ( $10,000,000,000 ) ; if you exclude silver, it 
will not be more than twenty-seven or twenty-eight milliards 
($5,200,000,000 to $5,300,000,000 ). Thus reduced, it will be 
more affected by an increase of supply. Let us suppose, that 
after 1850, following the advice of M. Michel Chevalier, gold 
had been demonetized, what an enormous fall in value that 
metal would have sustained! What a rapid advance in 
prices in countries having the gold standard, in the presence 
of a sudden increase of half a milliard ( $ 100,000,000) in the 
annual production! As the Dutch Monetary Commission of 
1873, has well observed, the coining of gold in countries hav- 
ing the double standard has served as a parachute—has pre- 
vented the debasement of that metal, and the commercial dis- 
turbances which would have resulted from it. At the present 
day, Holland, which has a single standard, but one of silver 
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adopted in accordance with the ideas of M. Chevalier,* is 
returning to gold in order to escape the consequences of a 
depreciation of silver. This is a proof that the adoption of 
the single standard does not furnish protection against mone- 
tary disturbances, as has been claimed. 

The German economists have generally recognized the 
compensatory action of bi-metallic money, even those who are 
partizans of the gold standard. “The employment of two 
sorts of legal-tender money,” says Soétbeer, “has had the 
most salutary influence upon the general interests of public 
economy, by furnishing an equilibrium to the sudden and enor- 
mous production of gold in California and Australia.” Prince- 
Smith, in his book entitled, J/etallic Types and Money, 
expresses a similar opinion: “The fluctuations in the rate 
charged for the use of the circulating medium diminishes in 
proportion to the quantity of these latter available. Gold 
and silver taken together are less subject to market fluctua- 
tions than either of them taken alone. The _ so-called 
double standard system has the advantage of superior con- 
sistence and stability.” 

The patriarchs of political economy in Germany, have writ- 
ten to M. Wolowski, in the same sense: “I should regard the 
general adoption of the metal gold as the only legal-tender 
money,” said Roscher, “as a misfortune: with a mixed cur- 
rency of both metals the fluctuation of prices will be less 
extreme than with one only. Something approaching this 
now exists in the general markets of the world, where certain 
nations represent the gold, and others the silver type.” Rau, 
also, in 1868, wrote as follows: “I entirely approve of your 
views in resisting the proscription of silver, and of the picture 
which you have drawn of the unfortunate consequences which 
would result from such a measure. It is precisely such con- 
siderations which have determined me to oppose the adop- 
tion of the gold standard.” 

We may, therefore, I think, consider as demonstrated, the 
fact pointed out by M. Wolowski, and denied by M. Cheva- 
lier, that money of two metals is less subject to fluctuations 
in value, within short intervals, and consequently entails 
fewer changes of prices, than money composed of one metal 
only, for precisely the same reason that a compensated pen- 
dulum, made of steel and copper, is less subject to expan- 
sion than if it were made of a single metal. 

Another very signal advantage resulting from the simulta- 
neous employment of both the precious metals is, that it 
enables banks of issue the better to protect their reserve, 
and consequently to maintain a steadier rate of discount. 
The bank has, in effect, the right to redeem its notes in the 
metal which is least in demand for export. If gold is at a 


* This is a mistake—Holland established the silver standard in 1847, before gold had been 
discovered in California, and upon considerations entirely independent of that fact. (Tr.) 
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premium, it will pay in silver; if silver is most in demand it 
will pay in gold. This point is established on the authority 
of M. Rouland, Governor of the Bank of France, and of Mr. 
H .Aggard, Cashier of the Bank of England, and it is further 
demonstrated by the fact that the rate of discount in Paris, 
has always been less subject to variations than in London. 
As gold is everywhere in demand, the Bank of England is 
often obliged to resort to very energetic measures by advanc- 
ing its rate of discount, in order to protect its reserve.* The 
Bank of France accomplishes the same result, by disbursing 
the metal which is least in demand for export.t 

But, says M. Michel Chevalier, if France uses silver, and 
England gold, the French will have to pay dearly for English 
products, for they will have to pay in gold, which is at a 
premium, whilst, on the other hand, the English will obtain 
French products at a cheaper rate, being able to pay for 
them in silver, which is at a discount. I do not think that 
this would take place, because in each country prices regulate 
themselves according to the value of its money. But, admit- 
ing M. Chevalier’s hypothesis, it could not be French indus- 
try that would suffer, for the consequence would be that the 
French would cease making purchases in England, while the 
English stimulated by the facility of paying in silver, would 
considerably increase their orders in France. In short, the 
use of a circulating medium considerably depreciated does 
not prevent the extension of foreign commerce. Take the 
case of Italy, where, in consequence of the suspension of 
specie payments, paper money is at a discount of twenty per 
cent.; yet no other country has shown such a development 
of foreign commerce ; within twenty years it has increased 
six hundred per cent. 

“ And the scandalous profits of the bullion merchant ; do you 
say nothing of these?” they exclaim. I answer, those profits 
are precisely like those made by grain merchants or dealers 
in oil or coffee, when those commodities rise in value. The 
profit is made by the citizen, and the nation as a whole 
loses nothing. The dealer in the precious metals who realizes 
a profit in exporting them, brings back to his country an 
exact equivalent for the metal which he exported.[ If gold 
is at a premium of ten per cent., for every Napoleon 


*The London Economist of March 18, 1876, expresses the opinion that in resuming specie 
payments, the Bank of France will find itseif embarrassed, by having in its vaults 1,300 millions 
of francs ( $260,c00,000) in gold, and only 500 millions ( $ 100,000,000) of silver, and that it 
cannot pay out its gold without the danger of having that metal exported because it bears a 
premium. To this I answer, that the bank can easily guard against the danger by disbursing 
only silver, which will not be exported. Silver money favors the increased circulation of bank 
paper, because the metal being heavy, notes are preferred to it. Banks of emission therefore, 
have no interest in the adoption of the gold standard throughout the Latin Union; but the 
contrary. 

+ Here is a conclusive fact: In 1873, the German Government held about six millions of francs 
in notes of the National Bank of Belgium, received from France in payment of the indemnity 
If they could have drawn gold for these notes, by sending them to Brussels, they could 
have drained the bank dry. As the bank offered only silver, Germany had recourse to 
London, and caused the bank rate there to rise to nine per cent. 

{There is a very simple way of securing to the nation the profit resulting from the sub- 
stitution of a depreciated metal for that which has risen in value; namely, by reserving to 
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exported there will be retained silver corresponding to four 
five-franc pieces, plus two francs. 

But, say the objectors, if we allow the coinage of silver to 
go on, we shall presently have only pieces of five francs, an 
inconvenient money, in place of handsome gold pieces, 
which are light and easily carried. This, replies M. Cer- 
nuschi, is an unimportant argument. Unimportant, I agree, 
from a scientific point of view, but a serious one practically, 
inasmuch as the five-franc piece is too heavy for people to 
carry who are in comfortable circumstances, who create 
opinion, and who make the laws. M. Cernuschi, however, 
still insists and says, not without reason, that “for the arti- 
san, for the peasant, the large coin is preferable ; it inspires 
more respect, and produces more impression. For rich 
people bank notes of twenty francs are issued, which weigh 
still less than the Napoleons.” * 

It is certain that gold and silver together would not con- 
stitute a superabundant instrument of exchange in the world, 
since for some time past prices have not risen ; and on the 
other hand, a scarcity of money has produced an advance in 
the rate of discount the moment that any unusual activity 
has taken place in business. If silver is universally pro- 
scribed the countries which have only paper money will be 
prevented from substituting metallic money for it. As was 
remarked by M. J. Errera, (in the “Word” of April 21, 1876,) 
all the available gold augmented by the entire production of 
gold for many years to come, would not suffice to furnish 
America, Russia, Austria and Italy+ with the metal which 
those countries would require in order to resume specie 
payments. 

Let us now consider the legal aspects of the question 
under discussion. It may be safely asserted that the demone- 


government the right of coinage. This is just what is taking place at this moment in the 
countries of the Latin Union. Since 1873 the States belonging to the Union have limited 
the coinage of silver, allowing each country to coin an amount proportioned to its population. 
(he contingents fixed by the Convention of the present year (1876,) are as follows: France 
54,000,000 francs ; Belgium 10,800,00; Switzerland 7,200,000; Greece 3,600,000o—with extra allow- 
ance of 8,400,000. Total 410,000,000 ( $ 82,000,000. ) 

The Belgian Government, like that of Italy, has turned the limitation put upon the privi- 
lege of coining silver, to its own exclusive profit, and has gained by it this year a_ million 
of francs. In France, the Minister of Finance presented to the Senate, on the 22d of March 
last, a “projet de loi’’ similar to that by which Belgium is now governed. M. de Parieu, 
who, with M. Chevalier, is the principal advocate of the single gold standard, cited the 
example of Belgium as worthy of imitation by France. There are two conclusive reasons in 
faver of it: 1st, because since the government would have to bear the expense of demonetiz- 
mg silver, it is just that it should have the profit of the coinage. 2d, The government alone 
is able to act in harmony with the demands of the circulation, while individuals are only 
gu: ccecby their selfish interests, which are often opposed to the general welfare. 

* A leading Swiss banker, in a recent letter to the translator, confirms this statement. He 
says that, notwithstanding the partiality of the Federal Government of Switzerland for the 
single gold standard, the people cling to the silver five-franc piece, and regard gold as the 
money of the aristocratic classes. (Tr.) 

+ The report of Ministers Minghetti and Finali (referred to in note to p. ate) states that 
the metallic circulation of Italy before 1866, when specie payments were suspended, was 
about two hundred millions of dollars, a sum which has been replaced by an equal amount 
of “consortial notes,’’ issued by the banks and guarantied by the Government. ‘The report 
of the House of Commons Committee, p. xlii., shows that most of the metallic stock of Italy 
has been exported since specie payments were suspended. Precise information is not to be 
obtained as to the amount of the precious metals existing in the countries now under the 
régime of paper money: but aside from France, it may be safely assumed that the existing 
stock will have to be largely replenished before resumption can take place. (Tr.) 
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tization of silver is a great injustice, since it modifies all 
contracts to the detriment of those whose interests are most 
worthy to be considered—namely, the debtors. They have 
at present the right of paying their debts either in gold or 
silver at their option, and to deprive them of that right, 
and oblige them to pay in gold only, at the very moment 
when by the act of demonetizing silver the value of gold 
has been considerably increased, would be a grave hardship. 
It would be sacrificing the tax-payers for the benefit of the 
bond-holders. 

The remedy for all the embarrassments to which the 
monetary question is giving rise, is pointed out by M. Cer- 
nuschi; it is the adoption by all countries of the relation 
between gold and silver of 1 to 15%. Let each country 
retain its peculiar coinage—its marks, its dollars, its florins, 
its pounds—but let all allow unlimited payments in either 
gold or silver, in the proportion adopted by the French law 
of Germinal, An. XI. There would thus be, in all civilized 
countries, a universal bi-metallic money. The advantages 
which would result from it are numerous, as M. Cernuschi 
demonstrates. Such an international system would have for 
its effect— 

1. To make the relative values of gold and silver much 
more stable. 

2. To reduce to a minimum the variations in the power of 
commanding a supply of money—which arise from variations 
in price.* 

3. To raise the market price of silver, the present decline 
in which is chiefly due to a refusal to admit it to coinage. 

4. To escape the incalculable losses and convulsions in the 
money market, which would be caused throughout the world 
by the demonetization of silver. 

5. To facilitate the adjustment of balances with India or 
China, where silver alone circulates, an adjustment which 
would offer great difficulties if Europe should have hereafter 
only a gold currency. 

6. To render easier the resumption of specie payments in 
countries which are now under-the régime of inconvertible 
paper money. 

The Dutch Monetary Commission of 1873, composed of men 
exceptionally competent in financial matters, proposed the 
same solution of the problem as M. Cernuschi: “ We desire,” 
they said, “to see the double standard adopted everywhere in 
Europe, with the same proportional relation between gold 
and silver. This principle applied over so large a territory 
would exercise such authority on the actual values of com- 


A large portion of exports and imports of the precious metals are mere operations of 
rbitrage ; that is, of draft or remittance of anything (bills or specie) which will yield a 
small profit. If gold and silver had everywhere the sane relative price established by legis- 
lation, there would be no such thing as a detter market for either, and consequently no 


exports or imports except such as were required to settle commercial balances. (Tr.) 


46 
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mercial markets, that the prices of the precious metals would 
derive from it a steadiness unknown up to the present time.” 
This is an admirable solution of the whole matter expressed 
in a few words. But, objects M. Chevalier, law is incapa- 
ble of fixing arbitrarily the price of products. I reply that 
although by a naked decree it can effect nothing, yet it can 
exercise immense influence by stimulating demand.* If the 
production of silver increases its price falls, and there is an 
advantage in coining it; hence an increased demand 
which arrests the decline. And if the coinage were to take 
place all over Europe, on the same conditions, it would open 
an immense field of employment, which would absorb the 
surplus production, and render the decline in price very 
moderate and inappreciable.t 

Suppose that Germany had not attempted to expel silver, 
thus forcing Holland to imitate the Latin Union, in limiting 
the coinage; the one hundred millions francs of excess which 
the United States are producing, would have penetrated into 
the circulation of Europe without producing the slightest dis- 
turbance. 

Germany has the greatest interest in maintaining the 
simultaneous employment of the gold and silver which she 
still possesses ; for she cannot retain her gold except at the 
price of heavy sacrifices, and by keeping the rate of discount 
always very high. It is even doubtful if she can retain it at 
all, and in that case, with a circulating medium too seriously 
depleted, the country would be delivered over to a permanent 
monetary crisis. 

The United States must naturally desire to keep up the 
value of the silver which they produce at their mines, for 
with a heavy fall in that metal, many of those mines would 
cease to be profitable. If they wish to preserve that source 
of wealth, they ought to adopt the bi-metallic money. Eng- 
land and Holland have evidently an interest in pursuing the 
same course, by reason of their relations with their Asiatic 
colonies, which have the silver standard. As to France, and 
her monetary allies, it is evident that they could not come to 
a single standard of gold without encountering immeasurable 
difficulties of the same sort as those which Germany is now 
meeting, and if they were to reach it in the end it would 
involve the deplorable result of augmenting the charge of 
their public debts, by the enormous increase in value which 


* When Belgium first established its nickel coinage, the metal was worth eleven francs a 
kilogram. It was worth twelve francs in 1870. When the German Government began to 
manufacture its token currency of nickel, the price rose to thirty-five francs; it is still thirty 
francs. The demand for coinage purposes has, therefore, enhanced the price three-fold. 

+ Mr. Bagehot, editor of the Lconomist, testified before the House of Commons Committee, 
that if it had not been for the change of policy among the states of the Latin Union, by 
which the coinage of silver was largely reduced, ‘all the silver which is now flooding the 
Lordon market and lowermg the price, could have been long since in the mints of those 
countries ; it would have released gold from them, and the combined effect of the two opera- 
tions would have been—that the comparative value of gold and silver would have been very 
little altered, probably not at all.’’ (Tr.) 
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gold would factitiously have acquired, in becoming hence- 
forth the only medium of payment.* 

The silver mines of America would be stricken with bar- 
renness, the value of the stock of silver existing in the world, 
estimated at twenty-five to thirty milliards of francs, (five to 
six thousand millions of dollars,) would be reduced by one- 
half.+ In the States, the owners of mortgaged property, 
industrial companies which have issued bonds, all those in 
short who have debts at long dates, would be completely 
crushed ; and a crying injustice would have been committed 
towards them; the instrument of exchange would have been 
rendered scarcer and, as a consequence, there would follow a 
contraction of credit, a rise in the rate of discount, and 
monetary crisis. The restraint and embarrassment from 
which Germany suffers in her unfortunate attempt to estab- 
lish a gold standard, would extend to the whole world ; the 
relations of Europe with the extreme East would be pro- 
foundly troubled, as has indeed already happened ; and all 
these disturbances would have been fomented for the sake 
of establishing an abstract and disputed principle! 

Economists who attach themselves to absolute theories, are 
very much like the political philosophers of the eighteenth 
century, from whom they are descended. They follow out 
at whatever cost, what seems to them a simple, logical, 
rational principle, without taking any account of nature, 
history or traditions. They assert that in the matter of 
money there needs to be but one metal, precisely as in legis- 
lation there needed to be but one Chamber. A nation has 
but one will, how absurd then to give it two organs to 
express that will, and it is no less absurd to have two metals 
with which to carry on their exchanges, when one metal only 
would suffice. History, on the contrary, shows us that civil- 
ized nations have always made use of both metals as money.{ 

We are to-day witnessing a revolt against the natural 
and historical necessity which this fact reveals, and the ban- 
ishment of silver is demanded. Without doubt it can be 


* This reasoning might be equally well applied to the policy of nations whose existing debt 
is payable in gold only. Without changing the nature of the past obligation the burden of 
it in future would be made heavier or lighter by the absence or presence of silver in the 
currency. (Tr.) 

+Sir Hector Hay, a bullion broker, testified before the House of Commons Committee, that 
if France were to demonetize silver, it might go to half a crown an ounce. [ 30d.] ( Tr.) 

+ The total production of both metals in the last nine years has remained stationary, and 
in the last two years it has rather declined. Is this, then, the time to prohibit the use of one 
of these metals ? 


Year. Gold. Silver. Total. 


1867 millions of dollars. 116 sees ones 170 
1868 a ” 120 eoee wees 170 
1869 sie ee 121 . noes 166% 
1870 24 ~ 116 sone L wees 167% 
1871 - = 116% esse cone 17744 
1872 = = 101% ease ones 166% 
1873 saa 103% coc ° oes 173% 
1874 ” gos cece 4 eoce 161 
1875 = 97% eoee ees 159% 
Average, 109.2 eves ° ae. 168 
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accomplished ; a single section of a law will do it. But it is 
impossible to foresee the disastrous consequences which would 
result from such a measure. The profound trouble into which 
the monetary reform attempted by Germany has plunged 
the circulation of the whole world, as well as its own, can 
give us but a faint picture of the miseries which would 
ensue if all other civilized nations were to follow her example. 


THE SILVER QUESTION. 
BY SAMUEL SMITH, 


PRESIDENT OF THE CHAMBER OF COMMERCE OF LIVERPOOL, ENGLAND. 


To the Editor of the BANKER’S MAGAZINE: 


I address you herewith, the President of Liverpool Chamber of Commerce, 
Mr. Samuel Smith’s “ Three letters on the Silver Question.” As this is a most 
important document, coming from such an influential quarter, I would esteem it 
a personal favor if you could conveniently on some future occasion republish it 
in your columns; I am emboldened to proffer this request, as you have already 
given such a hospitable reception to my ‘‘Bi-Metallic Money,” and I consider 
Mr. Smith’s pamphlet as still more useful. 

HENRI CERNUSCHI. 
Washington, D. C., January 2d, 1877. 


[THE AUTHOR’S PREFACE.] 


The ‘Silver Question” is now attracting general attention, and deservedly so, 
for it is one of capital importance. 

The discussions that have taken place are gradually enlightening the public 
mind, and the time is approaching when—in the author’s judgment—an Inter- 
national Monetary Conference could be held with conspicuous advantage. 

It is hoped that the views set forth in these Letters will commend themselves 
to unprejudiced thinkers, and tend towards that consummation. 


A 
IS THE BI-METALLIC SYSTEM PRACTICABLE? 


Ir is supposed that the metallic money in the world is pretty 
nearly equally divided between gold and silver. Up till 
lately it may be said roughly that half the business of the 
world was transacted in gold and half in silver, or paper 
founded upon them; and as France for three quarters of a 
century coined either gold or silver to an unlimited extent. 
making them both full legal tender, at the ratio of 1 of 
gold to 15% of silver, that ratio practically obtained all 
over the world. Nor was it disturbed when the discovery 
of the Californian and Australian mines suddenly increased 
the yield of gold frpm six to thirty millions sterling 
annually, without any change in the production of silver. 
France was, in fact, the regulator of the world, and her legal 
ratio was practically adopted by all other nations that used 
silver money. The first blow to this convenient arrange- 
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ment was struck by Germany resolving to demonetize silver 
and adopt gold as its sole standard, but even then there 
was but little depreciation so long as France continued to 
coin on the old ratio. It was only when she, fearing the 
enormous influx of German silver, in self-defence practically 
ceased to coin that metal, and carried along with her the 
Latin union of States, that the great depreciation set in. 

The real cause of the fall in silver is neither the increased 
production nor the diminished demand for India, but the de- 
monetization policy of Europe forced on by Germany. Had 
the monetary state of Europe remained the same as before 
the Franco-German war, and the mints been open to coin 
silver at the old ratio of 1534 to 1, there would have been 
no deviation from that ratio to-day, and silver would have 
been quoted about 5s. per ounce. The increase in the pro- 
duction of silver of late years has been from—say ten mil- 
lions sterling annually to sixteen millions, and that would 
have no more affected the relative value of the metals than 
did the increase in the production of gold in 1848-50 from 
six millions to thirty millions, which also had no effect in 
lowering the relative value of gold. 

This brings us to the kernel of the whole question—Canz 
legislation fix a definite ratio between gold and silver, or can it not? 
Our opponents say it cannot, any more than it can fix a defi- 
nite ratio between corn and cotton. They say that the cost 
of production must determine the market price of the respect- 
ive metals, and that all legislative interference is mischievous 
and futile. This would be perfectly true if the precious 
metals were not used as money. Could we conceive that we 
were in a state of barter, and that gold and silver were used 
simply for purposes of ornament, the law would of course be 
unable to assign them a fixed relative value. It is, moreover, 
very unlikely that either of them would bear nearly as high 
a value as they do now, seeing that the chief use of these 
metals is for money, and even their subordinate use for orna- 
ments arises partly from the factitious distinction they have 
acquired on account of their higher use for money. An 
entirely new set of laws is introduced from the time that 
governments elevate either or both metals to the rank of 
money. First of all, a vastly increased use is given to the 
metal or metals so used, and along with this increased 
use a much higher value than would otherwise have pre- 
vailed. 

All this, however, it may be said, is mere abstract reason- 
ing. The precious metals have always been used for money, 
and no doubt were designed to be so used, and the only 
point to be discussed is whether legislation should leave their 
respective value to be settled by the laws of supply and 
demand, or try to establish a fixed ratio between them. / 
hold that it is better for the world at large to retain them both as 
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full legal-tender money at a fixed ratio, and that it is possible to 
do so by common consent. 

The latter proposition I will try to prove first. Suppose 
that in England all debts could legally be discharged either 
by gold or silver at the rate of 1 of gold or 15% of silver, or 
by bank notes payable in either at the option of the bank; 
and suppose, further, that the mint would receive either gold 
or silver for coinage to an unlimited extent, giving legal- 
tender notes of equal value for one of gold or 15% of silver, 
I say that in England it would be impossible to have fluc- 
tuations in the relative value of gold and silver. Neither 
would there be a temptation to pay in the cheaper metal, 
for there would be neither cheap nor dear, any more than 
there is now between gold and bank notes. Money is of no 
use except to make payments, and if no person could settle 
debts by silver so as to gain any advantage as compared with 
settling them in gold, why should he prefer to pay in silver? 
Payment would in fact be made as now by bank notes, 
cheques, &c., and the only difference would be that the issu- 
ing banks would hold silver as well as gold, for each metal 
would be alike valuable to them. It is clear, however, that 
such a system, to work safely, would require the consent of 
adjacent nations. If silver in France and Germany was 
valued at 18 to 1, while in England it was 15% to 1, gold 
would leave England, where it exchanged for only 15% of 
silver, and flow to countries where it exchanged for 18 of 
silver. England would become a country of silver currency 
and France and Germany of gold. This is just the position 
in which France finds herself at present, and is, therefore, 
compelled to discontinue coining silver. 

It is quite clear, in order to have a bi-metallic system per- 
manently established, that a convention of leading nations is 
required to fix a common ratio in which they will all coin 
money.and pay their debts. A more proper subject for an 
international agreement could not be conceived. All nations 
benefit by stability in monetary matters. None, except 
thieves and rogues, wish to borrow in one standard and pay 
in another. Were such an agreement entered into, and all 
the leading commercial nations undertook to coin the pre- 
cious metals, and make them full legal tender, on the plan 
I have supposed for England, it would be as impossible for 
gold and silver to fluctuate in relative value all through 
those countries, and, indeed, through the world, as it would 
be in Great Britain on the hypothesis I assumed above. 
And the greater or less production of the respective metals 
would have nothing to do with it, just as the sudden jump 
in the gold production from £ 6,000,000 to £ 30,000,000 at 
1848-50 did not depreciate gold compared with silver, because 
the bi-metallic system then ruled on the Continent; neither 
would a jump in the production of silver from £ 16,000,000 
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to £ 30,000,000 or £ 40,000,000, were such to happen, if the 
bi-metallic system were again adopted. 

What the law cannot fix is the purchasing power of the pre- 
cious metals tn relation to other commodities. 

Suppose, for argument’s sake, that the joint production of 
gold and silver, which is now about forty millions annually, 
were to become 400 millions, we would find a rapid rise in 
money prices; in other words, a diminution in the real value 
or purchasing power of money; but what the law can do is 
to prevent fluctuations in value as between gold and silver 
by making them both legal tender at a definite ratio. If, 
however, the law makes gold only legal tender, silver, of 
course, would fluctuate like other rare metals, such as _ plati- 
num. In the same way, if silver was made sole legal tender, 
gold would fluctuate like other rare metals. If, for instance, 
Chevalier’s proposal to demonetize gold made some twenty 
years ago, had been generally adopted we should have seen 
far more violent fluctuations in the market price of gold 
measured by silver than we have lately seen in the market 
price of silver measured by gold. Now, as stability of value 
is one of the most necessary qualities of money, I hold that 
it is better to confine fluctuations to the mass of gold and 
silver combined than let each metal fluctuate separately. 
Gold alone has varied within this century from an annual 
production of £ 3,000,000 to £ 30,000,000, or tenfold; but 
gold and silver combined have only varied from about 


£ 10,000,000 to £ 40,000,000, or fourfold—hence the joint 
metal forms a more stable mass than gold alone. It is like 
a kite with a heavy tail to it, which prevents it from sway- 
ing to and fro; whereas gold alone is like a kite without a 
tail, which obeys every gust more readily. 


II. 
IS THE BI-METALLIC SYSTEM DESIRABLE ? 


In my former letter I dealt chiefly with the question 
whether or not it was possible for nations by common con- 
sent to establish a fixed ratio of value between gold and sil- 
ver, and tried to show that it was perfectly practicable pro- 
vided both metals were made full legal tender for the 
payment of debts at the ratio fixed by law, whether that be 
15% of silver to 1 of gold or any other. 

I now wish briefly to point out some of the advantages 
which would result from the adoption of the bi-metallic sys- 
tem as thus defined. 

1. It would greatly facilitate transactions between countries 
using a gold and countries using a silver standard, by 
reducing their money, as it were, to a common denominator. 
For three-quarters of a century the silver rupee was practi- 
cally worth the tenth part of a sovereign, the silver franc 
the twenty-fifth part, and all other leading silver coins some 
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other fixed proportion, and the reason of this Stability was 
that France coined either gold or silver to an unlimited 
extent at the ratio of 1 to 1534. The whole world benefited 
by the regulating influence of her bi-metallic system; hence 
it happened that when the extraordinary gold discoveries of 
1848-50 increased the yield of gold five-fold, there was no 
change in the relative value of the precious metals, and com- 
merce went on all over the world undisturbed by the change. 

The same happy result would flow from the re-adoption of 
the bi-metallic system ; the annoyance, inconvenience, and 
loss to merchants trading between countries using a gold 
and a silver standard would be at an end. We should no 
longer see the rupee worth at one time the tenth of a sover- 
eign, at another time the thirteenth part, and perhaps at 
some future time the twentieth part. We would preserve the 
incalculable advantage for mankind of speaking as it were 
one monetary language instead of a Babel of tongues. But 
this is the least advantage. Commerce can no doubt overleap 
the barriers of fluctuating exchanges, and our merchants, 
warned by the past, can protect themselves tolerably well in 
the future against fluctuations in silver as they have done 
against fluctuations in the inconvertible currencies of America, 
Russia and other countries—business will go on in spite of 
these difficulties, just as people would continue to cross the 
Atlantic if steamships were abolished, but with less comfort 
and more risk. 

2. A reuch greater advantage would be the gain to the 
cause of honesty and fair play as between man and man. 
Let me explain what I mean. During the seventy years of 
this century when gold and silver remained practically at the 
ratio of 1 to 1534, an immense pile of national debts, rail- 
way bonds, private mortgages and other obligations (public 
and private) has been reared. The greater part of our 
national debt has been contracted in that period, with inter- 
est payable in gold. The United States debt has been piled 
up also with interest payable in gold; the debt of France 
with interest payable in either gold or silver; the debts of 
Russia, Austria and Italy with interest payable part in gold 
and part in silver; the rupee debt of India, with interest 
payable in silver, and so on with the minor States. These 
engagements represent thousands of millions sterling, and 
constitute the chief investment of the savings of a large 
portion of mankind, including the property of multitudes of 
widows and orphans. The same may be said of the borrow- 
ings of railway and other private corporations, whose inter- 
est is payable throughout these countries in one or other 
metal or in both. 

The innumerable multitude of people who lent this money 
did so on the faith that the standard in which they were 
paid would not be tampered with by violent monetary 
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changes. They may have known little of monetary laws, but 
they knew from experience that gold and silver were alike 
valuable at the ratio of 1 to 15%, which had ruled during 
their lives and the lives of their fathers, and it was the im- 
plicit faith in this fixity of value which induced English 
capitalists to lend one hundred millions to the Indian Gov- 
ernment, with interest to be paid in rupees at the rate of 
four or five per cent, and vast sums to other countries, also 
to be paid in silver. The same confidence made the French 
peasant empty his old stockings of silver five-franc pieces 
and gold Napoleons and lend them to his Government, and 
made the thrifty German invest much of his savings in Aus- 
trian silver-paying securities. On the other hand, Russia and 
other foreign countries, notably the South American Repub- 
lics, borrowed much money in London, engaging to pay the 
interest in gold, though their own revenue was collected in 
silver, because they expected (as past experience had 
taught them) that they could procure the gold to pay the 
interest by exchanging for it 1534 times the weight of silver. 

In short, a large net-work of borrowing and lending has been 
drawn over the entire civilized world, based upon the belief that either 
metal was alike valuable at the ratio which had so long prevailed. 

Any one can see at a glance what an evil it would be to 
have gold and silver, as it were, divorced from each other, 
and following incalculable laws of relative value in future 
like the unknown motions of comets. At present all the 
nations and individuals who have contracted to pay silver 
are saving much of their legitimate outlay. The unfortunate 
recipients are mulcted out of their just dues. Those again 
who have engaged to pay gold will gradually find, by the 
operation of another law (which I have not yet referred to), 
that their obligations will get heavier and heavier, and that 
their creditors will reap an undue advantage. 

It is as if all contracts for the sale of land had been made 
by a yard measure throughout the world, but in some coun- 
tries the yard was divided into three feet and in others into 
thirty-six inches. For a long time these measurements coin- 
cided, but at last, by some freak of fortune, the inch came 
to be shortened by a quarter, and so it came to pass that 
people in one country who had bought land in another 
expressed in the common term “yard,” found that they were 
getting twenty-five per cent. less than they had paid for. 
The analogy would be closer if we could suppose that a 
great portion of the earth’s surface had been so transferred 
during a long period in which payment was deferred, and 
that when the buyers had paid their money and taken up 
the titles they suddenly found that by a trick of words they 
had been defrauded out of a quarter of what they had paid 
for and believed that they would get. 

Of course this parallel is imperfect, for we know well that 
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no wilful monetary fraud has been practised by any country; 
but the effects of the revolution we are passing through are 
very similar to what we have described, and it must be 
apparent to any one who loves to see justice and fair play 
among mankind, that if this wrong can be obviated it is 
worth attempting, and ought to be attempted. 

3. But, thirdly, another weighty consideration is this: the 
countries using silver money—that is, fully half the world— 
will find that the inconveniences are so great (provided no 
remedy is applied) that they will be driven ultimately one 
after another to demonetize silver and use gold exclusively 
as their standard. The result of that will be that silver, 
instead of being worth, as at present 4s. 6d. per ounce, say 
about 17% to 1 of gold, may drop to 2s. per ounce, or some 
other figure so low as practically to beggar all nations that 
have borrowed in silver and have to pay in gold, and vir- 
tually confiscate the property of all who have lent their 
money to nations or individuals for payment of interest in silver, 

No doubt, if such a state of things were to happen, some 
countries would have: to pass into liquidation, and make a 
composition with their creditors, and ultimately matters would 
settle down everywhere after excessive suffering and confu- 
sion into a universal system of gold payments; but the neces- 
sary consequence would be that the metallic basis on which 
the business of the world was done would be immensely 
reduced; it would be as if the mines were shut up for sev- 
eral years. Instead of, say, 1,400 millions of gold and silver 
to do the business of exchange, there would be 700 or 800 
millions of gold, and a limited amount of silver as small 
change. Money values would fall greatly; national debts 
like our own would press much more heavily, and a period 
of suffering and contraction of business would ensue similar 
to what the United States has experienced on coming pain- 
fully back from inflated paper towards specie payments. 

No doubt at last the process would be accomplished, and 
after a century or so the world could trade as well on gold 
alone as gold and silver combined. But why have the inter- 
mediate chaos if it can be avoided? My contention is that 
it can be avoided by an international monetary conven- 
tion between the four leading commercial nations—perhaps 
between England and France alone, and in this convention 
all would be gainers and none losers, for in the long run 
all the best interests, either of men or nations, are served 
by keeping their obligations inviolate. 

a . 
“FREE TRADE” OBJECTIONS ANSWERED. 

There cannot be a doubt that at first sight, and before 
the question is fully studied, the bi-metallic system, as 


advocated by M. Cernuschi, Mr. Williamson, and others, 
appears to be opposed to the principles of “free trade,” 
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and to ignore the laws of “supply and demand.” This gen- 
eration of Englishmen has been trained up to believe in free 
trade so implicitly that a presumption is raised against any 
scheme which involves legislative interposition. 

It appears at the first blush that gold and silver being 
articles produced by human labor, must have their respect- 
ive value determined by the same laws as cotton, or corn, 
or coal, or iron. It would be folly to ignore the strength 
of the prejudice we have to encounter from the commercial 
and economical training of the people of this country. It 
all the more devolves on us to show how far those “laws 
of supply and demand” bear upon the question at issue, 
and to point out clearly where they hold good and where 
they fail to be applicable. Now it is an undoubted fact 
that the price of all articles intended for consumption is 
determined by the relation of supply to demand at any 
particular time, and over longer periods by the cost of 
production. The price of cotton or sugar at the moment 
is determined by the state of the market, but ultimately and 
in the long run by the cost of producing them. Every one 
knows that if either of them fell for some years much 
below the cost of growing it, production would fall off and 
the price rise correspondingly. The connection between the 
two is so palpable that every one can perceive it. This law, 
however, acts with immensely greater force upon articles of 
trade than upon the precious metals, for the simple reason 
that most crops grown in the world are consumed within 
the same year, or at most the following one, and pretty 
nearly the same may be said of manufactured goods. The 
world’s production of all consumable articles is but a few 
months ahead of the world’s consumption, hence any falling 
off in production quickly brings on scarcity, and such high 
prices as to stimulate production again. 

It is altogether different with the precious metals. Their 
durability is so great that probably a considerable proportion 
of all the gold and silver that has been extracted from the 
bowels of the earth since the days of Abraham is still in 
existence either as money or ornaments, and the addition 
made annually to this mass by the yield from the mines is so 
small that it hardly affects the bulk appreeiably ; hence it 
happens that long periods of small production, such as last 
century and the early part of this, scarcely increased the 
purchasing power—that is, the real value of the precious 
metals. Neither did the extraordinary discoveries of Australia 
and California, which increased the gold production five-fold, 
appreciably lower the purchasing power of money for several 
years, and even yet economists dispute whether it has been 
lowered so much as fifteen or twenty per cent. in consequence 
of the great production of gold for twenty-eight years past. 

These remarks are made to show how little the “cost of 
production” has to do with the value of the precious metals 
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at any given time, and how the phrases that are derived from 
commercial experience are misleading when applied to mone- 
tary matters. It would almost seem as if it were the design 
of the Creator to supply the precious metals in such quanti- 
ties that their value should be more fixed and stable than 
that of anything else, and, with the experience of 4000 years 
to guide us, we may fairly conclude that the future has no 
monetary cataclysm in store for us to upset well-devised 
schemes based upon the comparative stability in value of the 
precious metals. 

All this, however, is merely preliminary to what I have to 
say as to the value of gold and silver in relation to one 
another. The crucial point of the whole question is, can /egis- 
lation fix a ratio between them, or does the cost of production fix it 
irrespective of all legislation? Our opponents say that gold will 
fall in relation to silver when produced more cheaply, and 
that silver will fall in relation to gold when produced more 
cheaply—in spite of all laws of mankind to the contrary. I 
marvel that none of them attempt to explain why it was 
that in 1848-50, when the production of gold increased all at 
once five-fold, and its cost of production, perhaps, fell nearly 
as much, ¢ did not vary in value as compared with silver: here 
was a crucial test of the soundness of their theories: the 
very thing happened which should, according to their view, 
have shattered all bi-metallic theories. There never was an 
instance before of a more remarkable change in the cost of 
production and the quantity produced of one metal com- 
pared with the other. 

We all know what would have happened if the produc- 
tion of wool had suddenly increased five-fold, while that of 
cotton remained unchanged. Wool, instead of being worth 
more than double the price of cotton, would for some time 
have been cheaper, just as cotton during the American war, 
from extreme scarcity, became worth more than wool for a 
short time. Why did we not see gold, in place of 
exchanging for 1534 times its weight of silver, as in 1800 to 
1848, suddenly fall till it only fetched eight or ten times its 
weight of silver? The cost of producing silver and the quan- 
tity annually produced remained about the same during 
1850-60 that it was during 1840-50; but gold was pro- 
duced at the rate of thirty millions annually in place of 
six, and during the first flush of gold mining the cost of 
producing was vastly less than it had been for centuries before. 

Is it not present to the recollection of most people what 
fortunes the first miners in Australia and California made? 
We would not be surprised if statistics could prove that in 
the first year or two of the gold discoveries the average 
takings of each miner were £1 per day, whereas, probably, 
the average earnings in all the gold and silver mines of the 
world up till 1848 was not more than 5s. per day—that is, 
the cost of producing gold, as measured by the wages of 
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labor, fell to one-fourth of what it was before, while that of 
silver remained unchanged. We could not imagine any set 
of circumstances more elaborately contrived to bring out into 
bold relief the so-called “cost of production”’ theory in rela- 
tion to the precious metals. 

All the arguments of our opponents would go to prove 
that silver must have mounted up quickly to 1os. per ounce 
in the London market; but, strange to say, nothing of the 
kind happened! The price of silver was not affected—it kept 
exchanging at the old ratio of 15% to 1 of gold, just as if 
the gold mines had never been discovered! How is this to 
be accounted for? We have not heard a word of explanation 
from our opponents. Surely the best test of any theory is its 
power of explaining phenomena. Did not astronomers find 
out the falseness of the Ptolemaic theory by its inability to 
explain some of the movements of the heavenly bodies? 
Would not the calculations of modern astronomers be dis- 
credited if eciipses did not tally with their predictions? In 
the same way the monetary theory which accounts for all 
fluctuations of gold and silver simply by the respective cost 
of producing each metal, utterly breaks down at the very 
point where, if true, it should be infallibly demonstrated. 
I repeat that the true and the only explanation is that the 
bi-metallic system of France then in full force and followed 
more or less on the Continent, whereby gold and silver could 
be coined to an unlimited extent and made full legal tender 
at the ratio of 1 to 15%, prevented either metal in any part 
of the world fetching more or less than that ratio. It was 
nonsense to suppose that a gold miner in Australia would 
exchange his gold anywhere in the world for 10 or 12 times 
its weight of silver, when by coining it in France it 
exchanged for 15% of silver. The bi-metallic system of 
France was, in fact, the monetary safety-valve:of the world. 
It prevented gold sinking indefinitely in relation to silver, 
and thus producing a far wider range of disturbance than 
the fall in silver has produced now. 

I hold, therefore, that the proposition is established beyond 
controversy, that legislation can fix a definite ratio between gold 
and silver—notwithstanding great fluctuations in the relative supply 
of either metal and great changes in their cost of production. There 
can be no doubt that the leading commercial nations com- 
bined, probably even France and England alone, can do for 
silver now what France and some other European States did 
for gold in 1848-50. There can be no reasonable doubt that 
bi-metallism can deal in 1876 with a two-fold production of 
silver as well as it did with a five-fold production of gold in 
1848-50. The proof seems to me indisputable, and our oppo- 
nents must either grapple with it in place of dealing with 
vague generalities, or admit that they have not probed the 
subject to the bottom. 
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ON SENDING VALUABLE PACKAGES BY EXPRESS. 


The undervaluation of packages of bonds or currency ship- 
ped by express, for the sake of reducing the charges for their 
transportation, is so clearly wrong that no argument against 
it would seem to be necessary. It seems incredible that any 
respectable banker should permit such dishonesty, yet that its 
occurrence is by no means rare is an undeniable fact. 

There are some who attempt to justify themselves in this, 
by claiming the right to assume on their own part, such por- 
tion of the risk of loss as they may see fit; and that, there- 
fore, there is nothing wrong when the value of the contents 
is understated on a package. Such reasoning is false through- 
out. The express company undertakes the /ador of transpor- 
tation, as well as its risks. It is understood that the pay- 
ment for such labor is to be according to the value involved. 
To misstate that value intentionally, is nothing less than false- 
hood and fraud, and we therefore indorse fully the comments 
so sharply made in the article below, which we find in the 
“ Expressman's Monthly” for January, addressed to its editors: 


The article in your November number, entitled ‘‘ Bankers and Express Com- 
panies,” points to an evil practice which fair dealing, common honesty, and 
good morals alike condemn as pernicious and demoralizing. 

It is known, and uniformly recognized, that the rule, practice and right of 
carriers of money, is to receive compensation for the service, by charging for 
the amount carried. The right and justice of this- rule is conceded by all. 
Whether the package occupy much or little space, the charge made by the 
carrier is upon the amount. Notwithstanding this fact is brought home to the 
knowledge of the shipper, there are those who would commit a fraud upon the 
carrier by depriving him of his proper revenue for the service performed, and 
which is opposed to fair dealing. 

Common honesty would oppose this, because in the attempt or effort to 
obtain service without giving proper compensation, through withholding the facts 
regarding the sum to be forwarded, the shipper is committing a fraud upon the 
carrier who has provided facilities for the service, to be paid for as rendered 
and in proportion to the amount transmitted. 

The practice is opposed to good morals, in that it must be known to the 
employes of the shippers that deception is being used by their principals, and 
that the clerk, cashier, or teller, is made the means for a falsification of their 
books, in the process of effecting the fraud upon the carrier, thereby opening 
the minds of all persons cognizant of the facts, to the question of how they 
also may benefit themselves through deception. 

It is opposed to true ethics of business in that in the hope of saving to 
themselves a few cents per thousand dollars, those who practice this deception, 
are taking to themselves most extraordinary risks, as it is known that in case of 
loss from any cause, the carrier is released from all responsibility for the amount 
in excess of that stated as being the sum delivered to him, and in the event of 
such loss officers of banks and other corporations should be held personally 
responsible and liable to stockholders therefor. 

I am gratified, Messrs. Editors, that you have called attention to this impor- 
tant matter, and hope the subject will be brought to the attention of all con- 
cerned, to the end that the evil be discontinued. SOUTH. 





THE RESPONSIBILITY OF BANKS, ETC. 


THE RESPONSIBILITY OF BANKS FOR COLLECTING 
AGENTS. . 


[FROM THE ALBANY LAW JOURNAL, | 


The case of Higgins v. Citizens’ Bank, recently decided in the City Court of 
Norfolk, Va., involves a question of considerable interest to those dealing with 
banks and bankers. The facts were these : 

In June, 1875, Higgins, who was a depositor of the Citizens’ Bank, desiring 
to obtain money from his father in England, applied to. the bank to ascertain 
how it was to be done. He informed the cashier that his father banked in 
London, and was told that the bank had no agent in London, but that the 
course in such matters was to draw a draft on the person in London, which the 
bank would send to New York. A draft was drawn by Higgins for £ 600, 
payable to W. W. Chamberlain, cashier, on the Rev. R. Higgins, Wareside 
Vicarage, Ware, Herts, dated June 16, 1875. This draft was indorsed: ‘‘ Pay to 
Duncan, Sherman & Co. or order, for account of Citizens’ Bank, Norfolk, Va., 
Wm. W. Chamberlain, Cashier.” It was indorsed by Duncan, Sherman & Co. 
to the order of the Union Bank of London, and was by them collected and 
placed to the credit of Duncan, Sherman & Co. Duncan, Sherman & Co. 
received notice of its payment on the 24th of July, and placed the amount to 
the credit of the Citizens’ Bank on the 26th of July. 

On the 26th of July, Duncan, Sherman & Co. mailed statement of proceeds 
of draft to Citizens’ Bank, in these words: ‘*We credit you for W. Higgins, 
4600, $ 4.87, and $1.12% currency, $ 3,287, received June 18th.” The letter 
containing this statement was received by the Citizens’ Bank on the 28th of 
July ; Duncan, Sherman & Co. failed on the 27th of July. 

Duncan, Sherman & Co. were not the regular correspondents of the Citizens’ 
Bank in New York; but they were in the case of foreign bills, because they 
paid the highest price for foreign exchange. The custom at the Citizens’ Bank 
was, when the drawer had credit with the bank, to indorse the draft, send to 
Duncan, Sherman & Co. and direct them to sell at once. In such case the 
bill being sold partly on the credit of the Citizens’ Bank, a commission was 
charged for the collection, and the depositor was allowed to check on the pro- 
ceeds at once. But in other cases, the bill was sent to Duncan, Sherman & Co., 
who forwarded it to their correspondents in England, who collected it, and 
when Duncan, Sherman & Co. were informed of its payment, they bought at 
the highest market price, and informed the Citizens’ Bank of the fact. Then 
the Citizens’ Bank either drew on Duncan, Sherman & Co. directly, or through 
their regular correspondent, the Bank of New York, as their convenience 
might dictate ; in such case no commission was charged. In the case at bar the 
latter course was pursued, and no commission was intended to be charged, 
although Higgins says that he expected to pay. 

The opinion was delivered by Burroughs, City Judge. After considering 
whether the entry upon the books of Duncan, Sherman & Co. was, by the 
course of dealing between the parties, to be considered payment,. it says : 

‘* The second proposition is, that the facts in the case raise an implied con- 
tract to transmit and collect the bill by the defendant: that Duncan, Sherman & 
Co. were the agents selected by the defendant to aid in the transmission and 
collection of the bill; that Duncan, Sherman & Co. were the agents of the 
defendant, and not the agents of Higgins; and that any loss occurring through 
the misconduct of their agents, or their failure to account for moneys received, 
is to fall upon their principal and not on Higgins. 

‘*There was no express contract in this case; if,there be a contract, it is 
one which the law implies from the facts of the case. It is entirely different 
from the case of Zhe Bank of Washington v. Triplett, 1 Pet. 25, where the 
note was placed in the bank ‘for the purpose of being transmitted,’ 
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‘*Upon this question, whether the collecting bank is the agent of the trans- 
mitting bank, or the agent of the owner of the bill, there is an irreconcilable 
conflict of authority—the courts in England, in New York, and Ohio, holding 
that the collecting bank is the agent of the transmitting bank, while the courts 
of Massachusetts, Connecticut, Missouri, Illinois, and perhaps Maryland, hold 
that the collecting bank is the agent of the owner of the bill, and that the 
owner must suffer any loss occasioned by the misconduct or failure to account 
of the collecting bank. In Virginia, there has been no decision on the subject, 
so that I am free to choose that view which seems to me most consistent with 
the analogies of the law, and is supported by the best reasons, 

‘*The second class of cases claim, that where a bill is deposited for collection, 
the depositor knows that the bank cannot give its immediate attention to the 
matter, that it must employ agents, and, therefore, that the agents employed 
are the agents of the depositor. 

‘*The distinctions to’be drawn in such cases, it is admitted, are often very 
nice, but it seems to me that where a customer leaves a bill with a bank for 
collection, and it is accepted by the bank, the undertaking of the bank is that 
of an independent contractor, it contracts to collect the bill, and, as in the case 
of the contractor to build the house, it selects its own agents to enable it to 
perform the contract. The agents selected are unknown to the depositor or 
owner of the bill; he has no control over them; they are controlled by their 
superior, the bank ; they recognize no one else in the transaction ; the legal title 
to the bill, which is negotiable and passes by delivery like a bank note, is in 
the bank transmitting it; the original owner of the bill is not considered at all 
by the subsequent parties, except as a means of identifying the particular bill 
in order to properly account for its proceeds. 

‘*It is unreasonable to hold that the depositor should be held responsible for 
the acts of a person in whose selection he has no voice, whom he does not 
know in person or by name, and over whose actions he has no control. To 
call such a person the agent of the depositor seems to me to be a misnomer. 

**T think Duncan, Sherman & Co. were, under the circumstances of the case, 
the agents of the defendant and not the agents of Higgins; that the payment 
to Duncan, Sherman & Co. by the Union Bank of London, was payment to the 
defendant ; and that the defendant is of course liable to Higgins for the amount 
of the bill. 

‘*The view which I have taken is sustained not only by the cases in the 
courts named above, but also by a very recent decision in the: Circuit Court of 
the United States for the Southern District of New York, Kent’s Assignee v. 
The Dawson National Bank of Wilmington, October, 1875. The Supreme 
Court of the United States in Hoover, assignee, v. Wise et al., 13 A. L. J. 164, 
decided October term, 1875, takes the same view. 

‘It is proper to observe that no blame is imputed to the Citizens’ Bank, 
they not only selected agents in good standing and repute, but having special 
regard to the interests of the depositor, they selected an agent who gave the 
highest price for foreign exchange. It is simply their misfortune; if the Union 
Bank of London had failed after collecting the bill, and before remitting to 
Duncan, Sherman & Co., the loss would have fallen on Duncan, Sherman & Co. ; 
if the Citizens’ Bank had failed, and the proceeds of the bill were mingled with 
the assets of Duncan, Sherman & Co., the loss would have fallen upon Higgins, 
the depositor. In each case the failure of the agent would have occasioned 
loss to his principal, the person who selected him, and who controlled his 
actions directly. It is the misfortune of the defendant that the loss was occa- 
sioned by the failure of its agent. No human foresight can prevent such losses, 
and the law furnished no remedy for them; all that it can do is by general 
rules to determine who is agent and who is principal; the party who selects 
and controls the agent is the principal; if such an agent, by his acts or failure, 
occasions loss, it must fall on his principal, and not on another. 

‘* Judgment for plaintiff for $ 3,279.03, with interest from July 28, 1875.” 
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INQUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


[NotTe.—It is always a pleasure to furnish in this manner to our subscribers, 
information upon subjects of general interest, within the usual range of banking 
experience. At the same time we cannot undertake to solve intricate legal 
questions, more especially as to points upon which no decisions are recorded in 
the standard authorities. But a small proportion of the inquiries received at 
this office have been published in the MaGazINE. Want of space has some- 
times excluded them; many have been repeatedly answered in print before ; 
some have been such as any bank clerk, of a year’s experience, ought to be 
able to answer ; while many others, at the request of the inquirers, have been 
replied to by mail. To these last it is not always possible, in the pressure of 
editorial duties, to reply peomptly, and, if our friends will bear this in mind, 
their questions shall receive such attention as courtesy should dictate and time 
may permit. ] 


I. NATIONAL BANKS AND MORTGAGE SECURITY. 


A. borrowed of a National bank $2,200. Said sum béing in three notes, 
two of the notes, amounting to $1,500, have matured, the remaining note of 
$700, is not yet due. The National bank is fearful that A. will fail, and has 
asked him (A. ) to secure them by a mortgage on his land. This, A. declines 
to do, unless the National bank will furnish him with $1,800 more, making in 
all $4,000. The National bank agrees to this in order to secure the $2,200 


pieviously loaned. 

Now, is the above $4,000 mortgage good to the National bank? And 
would not the spirit of the National bank act, which authorizes real estate 
security to secure debts previously contracted in good faith, also clothe with 
power to procure such security? 

RepLy.—A mortgage taken by a National bank under the circumstances 


indicated above, would be good only so far as it is a security for the old debt. 
There are two decisions which settle that such a mortgage is invalid as to the 
new debt. That by Judge Dillon, of the U. S. Circuit Court, in the case of 
Kansas Valley National Bank of Topeka, v. Schuyler, (See BANKER’s MaGa- 
ZINE of March, 1875, ) and the recent case in the Supreme Court of Pennsyl- 
vania, Woods vs. People’s National Bank of Pittsburgh, (See number for Janu- 
ary, 1877.) It is thus plain that the ‘‘spirit” of the National Bank Act cannot 
overrule its Zéer, so as to justify in the eyes of the law, the transaction men- 
tioned by our correspondent. Common sense and business experience might 
suggest the acceptance of such a proposition, as the best thing that could be 
done ; but the objection arises that, if once authorized, such a precedent would 
inevitably open the door to evasions and collusions, which must defeat the 
efficacy of this provision of the Act, as one of the safeguardsJof the National 
Banking System. 

Suppose A. borrows of a National bank $1,000, and puts down as collateral 
security the note of B., to him secured by mortgage on real estate. I wish to 
ask if this can in any manner be regarded as taking mortgage security? and 
second, is the bank strictly within the law? 

RepLy.—Such collateral security would be fvalid to3a National bank if 
received merely as a promissory note, without any regard tojthe mortgage, 
The latter would of course be useless to the bank, but we do not understand 
that its existence would vitiate the transaction. 


47 
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II. ALTERATIONS IN STOLEN Bonps, 


City of B. issued her $1,000 bonds, numbered 1 to 50 inclusive. Numbers 
15 and 16 were stolen from one of our citizens. The numbers have been 
altered to 151 and 161. These stolen bonds are now held by a savings or trust 
institution, in Boston, who purchased them of a broker in State street, and are 
innocent owners. Does the alteration of numbers in any way affect the liability 
of the city to pay said bonds and coupons? 


REPLY.—The liability of the city is in no degree affected by the alteration 
mentioned. The bonds had been regularly issued, and the city has received for 
them their full value. No offset can be pleaded in the case. The effect of the 
alteration in numbers would seem to be only to lessen any difficulty of negotia- 
tion by the thief. If the loss of the bonds was duly advertised, and the origi- 
nal numbers stated, the innocency of a dona fide holder for value, may still be 
proved. If proven, we should consider the title of such a holder good as to 
both bonds and coupons. 


III. MISSENT COLLECTION PAPER. 


Bank A. encloses by mistake to bank B. a collection intended for bank C. 
Should bank B. forward the collection to bank C., or return it to bank A ? 
What is the rule or custom ? 


REPLy.—There is no established rule as to the strict duty of the bank which 
receives by mail a collection evidently intended for another bank. Some make 
it a practice to return to the sender, but in most cases the bank receiving 
would forward the paper and the letter enclosing it, to the proper recipient. 
This is the dictate of common sense and common courtesy, and if the paper 
for collection be near its maturity, or payable at or after sighé, it should be 
regarded as the duty of Bank B, to forward it to Bank C, advising Bank A of 
the act. 


IV. THE PROTEST OF SIGHT DRAFTS, 


A bank holding a demand or sight draft for collection, presents it for pay- 
ment at the place of business of the party on whom it is drawn. Said party 
being out of town, should the bank holding the draft protest it on that day, 
without seeing said party, or should they hold it until the party is seen? Are 
the endorsers holden if it be not protested on the day it was presented at the 
place of business of said party, though he was absent? 


REPLY.—It is the duty of the bank to present the draft at the place of busi- 
ness of the drawer, or at his residence if he have no place of business. If 
payment be not obtained, written notice of presentment and non-payment, 
should be sent on the same day to the owner of the paper. Should the draft 
be a foreign bill of exchange, protest by a notary is always essential, but for 
an inland bill, the certificate of a notary is not necessary in this State and 
many others. It is desirable, however, as proof positive of proper demand and 
notice, and for this reason, regular protest is the safe rule when there are 
drawers or endorsers to be held. 
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PRESIDENTIAL MESSAGE ON RESUMPTION. 


To the Senate and House of Representatives: 

By the act of Congress, approved January 14, 1875, ‘‘to provide for the 
resumption of specie payments,” the 1st of January, 1879, is fixed as the date 
when such resumption is to begin. It may not be desirable to fix an earlier 
date when it shall actually become obligatory upon the Government to redeem 
its outstanding legal-tender notes, in coin, on presentation, but it is certainly 
most desirable, and will prove most beneficial to every pecuniary interest of the 
country to hasten the day when the paper circulation of the country and the 
gold coin shall have equal values. At a later day, if currency and coin should 
retain equal values, it might become advisable to authorize or direct resumption. 
I believe the time has come when by a simple act of the legislative branch 
of the Government this most desirable result can be attained. I am strengthened 
in this view by the course trade has taken in the last two years, and by the 
strength of the credit of the United States at home and abroad. For the fiscal 
year ending June 30, 1876, the exports ofthe United States exceeded the 
imports by $ 120,213,102, but our exports include $40,569,621 of specie and 
bullion, in excess of the imports of the same commodities. For the six months 
of the present fiscal year, from July 1, 1876, to January 1, 1877, the excess of 
exports over imports amounted to $ 107,544,899, and the imports of specie and 
bullion exceeded the exports of the previous metals, by $6,192,147, in the 
same time. The actual excess of exports over imports for the six months, 
exclusive of specie and bullion, amounted to $ 113,737,040, showing for the 
time being the accumulation of specie and bullion in the country, amounting to 
more than six millions of dollars, in addition to the National product of these 
metals for the same period, a total increase of gold and silver for the six months, 
not far short of sixty millions of dollars. It is evident that unless this great’ 
increase of the precious metals can be utilized at home in such a way as to 
make it in some manner remunerative to holders, it must seek a foreign market 
as surely as would any other product of the soil or manufactory Any legisla- 
tion which will keep coin and bullion at home, will, in my judgment, soon bring 
about practical resumption, and will add the coin of the country to the circulat- 
ing medium, thus securing a healthy ‘‘inflation” of a sound currency, to the 
great advantage of every legitimate business interest. The act to provide for 
the resumption of specie payments, authorized the Secretary of the Treasury to 
issue bonds of either of the descriptions named in the act of Congress, approved 
July 4, 1870, entitled, ‘‘An act to authorize the refunding of the National debt,” 
for‘not less than par in gold. With the present value of the four and a half 
per cent. bonds in the markets of the world, they could be exchanged at par 
for gold, thus strengthening the Treasury to meet final resumption, and to keep 
the excess of coin over the demand pending its permanent use as a circulating 
medium at home. All that would further be required would be to reduce the 
volume of legal-tender notes in circulation. To accomplish this, I would suggest 
an act authorizing the Secretary of the Treasury to issue four per cent. bonds 
with forty years to run before maturity, to be exchanged for legal-tender notes 
whenever presented, in sums of $50, or any multiple thereof, the whole amount 
of such bonds, however, not to exceed $ 150,000,000. To increase the home 
demand for such bonds, I would recommend that they be available for deposit 
in the United States Treasury, for banking purposes, under the various provisions 
of the law relating to National Banks. I would suggest further, that National 
banks be required to retain a certain per cent. of the coin interest received by 
them from the bonds deposited with the Treasury to secure their circulation. 
I would also recommend the repeal of the third section of the joint resolution 
for the issue of silver coin, approved July 22, 1876, limiting the subsidiary coin 
and fractional currency to $ 50,000,000, 

I am satisfied that if Congress will enact some such law as will accomplish 
the end suggested, they will give a relief to the country, instant in its effect, and 
for which they will receive the gratitude of the whole people. 

Executive Mansion, February 3, 1877. U. S. GRANT. 
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BANKING AND FINANCIAL ITEMS. 


THE SECOND EDITION of the BANKER’S ALMANAC AND REGISTER for 1877 
will be issued in a few weeks. Notice of changes of bank officers or other 
information for its lists should be sent to this office at once, Orders for the 
Cards of banks and bankers will be received until March 15th. 


THE New REsuMPTION BILL.—The following is the full text of the bill to 
aid in the resumption of specie payments reported to the U. S. Senate on 
February 21st, by Senator Sherman from the Committee on Finance, and placed 
on the calender for consideration : 

Be it enacted, &c., That the Secretary of the Treasury be and he is 
hereby authorized to issue, in a sum or sums not exceeding in the aggre- 
gate $ 100,000,000, in redemption of an equal amount of United States notes 
under the authority of the acts of Feb. 25, 1862, July 11, 1862, and March 
30, 1863, coupon or registered bonds of the same description and character 
as those authorized by the acts of July 14, 1870, and Jan. 20, 1871, 
redeemable in coin of the present standard value at the pleasure of the 
United States after thirty years from the date of their issue, and bearing 
interest payable quarterly in such coin at the rate of four per cent. per 
annum; such bonds shall be in addition to the loan authorized by the acts 
of July 14, 1870, and Jan. 20, 1871. 

SECTION 2. That during any one year there shall not be issued of said 
bonds or redeemed of said notes. more than $25,000,000, nor more than 
$4,000,000 during any one month, and when said Treasury notes shall have 
been so redeemed they shall not again be reissued, but shall be canceled 
and destroyed. No commission in any form shall be paid for the exchange 
of the bonds issued under the provisions of this act. 

SECTION 3. That the Secretary of the Treasury be hereby authorized to 
issue in exchange for legal-tender notes of the United States silver coin to 
an amount which, including the amount heretofore authorized to be issyed 
by the act of April 17, 1876, Chap. 63, and by the joint resolution of July 
22, 1876, No. 17, shall not exceed $80,000,000, and the legal-tender notes 
so received shall be canceled. and be held to be a part of the sinking fund 
provided by existing law, the interest to be computed thereon as in the case 
of bonds redeemed. 

SECTION 4. That the necessary expenses of engraving, printing, preparing 
and issuing the bonds, and of redeeming®and canceling United States notes 
as provided in this act, shall be paid out of any money in the treasury not 
otherwise appropriated ; but the whole amount thereof shall not exceed one- 
quarter of one per centum of the amount of bonds issued. 


CaLts For FIvE-TWENTY Bonps.—On February 12th the Treasury Depart- 
ment issued the 39th call for the redemption of 5.20 bonds of 1865, May and 
November. The call is for $10,000,000, of which $7,000,000 are coupon and 
$ 3,000,000 registered bonds. The principal and interest will be paid at the 
Treasury on and after May 12th, and the interest will cease on that day. Fol- 
lowing are descriptions of the bonds, all numbers inclusive : 

Coupon Bonds—# 500, Nos. 31,501 to 35,800; $1,000. Nos. 70,551 to 
9,000. 

’ Registered Bonds—$5c, Nos. 401 to 450; $100, Nes. 5,301 to 5,950; 
$%5ce, Nos. 3,601 to 3,800; $1,0c0, Nos. 13,351 to 14,300; $5,000, Nos. 
5,101 to 5,350; $10,0cc, Nos. 9,301 to 9,750. 
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Mr. CHARLES SEDGWICK HUNT, financial editor of the Mew York Tribune, 
whose death occurred a few weeks since, was an earnest and diligent student 
of monetary science, and a writer of marked and growing ability. His untimely 
decease is the more to be regretted since it has prevented the completion of a 
work upon the preparation of which he had entered when attacked by illness. 

Mr. Hunt had carefully selected and gathered a library of works upon finance 
and political economy which is one of the most complete and valuable in the 
United States. This library is now offered for sale by his widow, and presents 
a rare opportunity to any one seeking such a collection. 


CoLORABO.—The Colorado Mining Review places the bullion yield of the 
State for 1876, at $6,625,000, and says: 

‘*The year just ended may be claimed as a satisfactory one for our State. 
Last year, for the first time in the history of Colorado, the silver production 
exceeded that of the gold. This year, owing to the disturbance of the silver 
market, and the consegent interruption (temporary) of mining operations at 
Georgetown, Caribou, Mt. Lincoln, and Rosita, gold has once more regained 
the lead, and will probably hold it for another year at least, by reason of the 
unusual progress of mining in Gilpin county, and the remarkable persistence and 
worth of the more developed mines of the tellurium belt. 


CONNECTICUT.—The examination by Bank Examiner Mygott into the affairs 
of the Farmers & Mechanics’ National Bank of Hartford, led to the arrest, on 
February 10th, of the president, John C. Tracy, and the cashier, J. L. Chap- 
man. The charge against the former is the falsifying accounts so as to cover up 
large deficiencies from overdrafts and poor loans made without the knowledge of 
the directors ; and against the cashier for embezzlement of $7,500. Both were 
brought before the Commissioner and gave bonds for their appearance before 
the United States Court. The total loss by the bank from the overdrafts and 
loans in question is thought to be about $500,000. The bank has a surplus of 
$ 300,000, and undivided profits of $90,000. The loss will therefore wipe out 
the surplus, and somewhat impair the capital of $1,105,000. The president 
and cashier have borne excellent characters. It does not appear that either 
Mr. Tracy or Mr. Chapman had personally profited by the loans. The defi- 
ciency has been very adroitly concealed from the Bank Examiner and the 
directors. 

The bank is able to meet all its liabilities, and continues its business under 
the charge of Mr. Henry Keney the leading stockholder, who is a director 
and has been vice-president. 

INDIANA.—The First National Bank of Franklin has been compelled to 
suspend by the defalcation of its cashier, Richard T. Taylor, which was dis- 
covered on February 6th. Taylor fled from the place leaving a letter addressed 
to the president of the bank in which he acknowledged his guilt, stating that 
speculation had led him into it. Taylor returned and was found, on the goth, 
in an unconscious and semi-insane condition. The loss of the bank is sup- 
posed to be near $100,000. Its capital and surplus were § 167,000. 


MAssACHUSETTS.—The stockholders of the Eleventh Ward National Bank 
have voted to reduce the capital from $300,000 to $200,000, and to assess 
each share 25 per cent. in order to make good the funds of the bank. It is 
thought that the Comptroller will permit this, and that the bank will go on with 
no losses to the depositors. There will be a considerable change in the man- 
agement. The condition of the bank is as follows: The bank holds notes 
for $235,904, some of which were overdue, although none had been protested. 
There is $42,000 in cash and real estate to be added and $18,400 in 
Houston City (Texas) six-per-cent. bonds, par value, $36,000, which had cost 
the bank $18,000, and could be sold for about 60 cents on the dollar. Total 
assets, $296,000, less $90,000 allowance for doubtful paper, and $46,500 
amount of deposits, leaving $ 159,500 as net assets ; $100,000 was deposited in 
Washington to secure $90,000 circulation.— Boston Commercial Bulletin. 

MissourI.—The Mercantile Bank of St. Louis has withdrawn from business 
and gone into liquidation, in consequence of the unprofitable state of business. 
The bank pays all liabilities on demand, and is expected to return to its steck- 
helders seventy-five per cent. of their capital, $400,000. 
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New Yorx.—A bill was presented in the Senate, on February rst, by 
Mr. Loomis, entitled ‘‘An act to restrain brokers and individual bankers 
from imposing upon the public, and to protect the public from unauthorized 
banking.” It provides that it shall be unlawful for any person, partnership, 
or association doing business as brokers or private bankers within this State, 
not organized as a bank under the laws: of the United States or under the 
State laws, to place over their place of business, or to inscribe upon any 
book, check, draft, certificate of deposit, or other paper, the name of any 
county, city, village, town, hill, valley, lake, or any other device by which 
the public may be led to infer that the banking business of such a person 
or partnership is being conducted by a person or persons duly authorized to 
act as bankers under the laws referred to above. 

PENNSYLVANIA.—Several failures of banks have occurred during February. 
The Mountain City Bank of Pottsville, Pa. suspended payment on the 
morning of February 1oth. The directors state the assets at $190,000, not 
including guarantee bonds for $40,000 of unpaid capital pledged for the pay- 
ment of depositors. Among the assets are $98,800 of bills discounted, 
selected as good out of a total of $120,395. The liabilities are set down at 
$ 164,400, only $82,000 of which is due depositors, against $205,000 six 
months ago. The directors express confidence in their ability to pay deposi- 
tors in full. The principal officers are H. C. Russell, president; John Daw- 
son, vice-president ; C. H. Dengler, secretary and cashier. 

The Miners’ Trust and Safe Deposit Bank at Shamokin was closed on 
the morning of the 16th. The following notice was posted on the door, 
‘*Owing to our inability to realize money on notes held as bills discounted, 
we are compelled to close this bank and suspend business.” 

It was stated by the cashier, Mr. A. G. Marr, that the deposits 
amount to nearly $100,000, and that the institution would pay dollar for 
dollar, as the assets more than cover everything. 

The excitement at Shamokin, caused by the stoppage of the Miners’ Trust 
& Safe Deposit Company, was intensified the next morning by the suspension 
of the Northumberland County National Bank 

This suspension is attributed to action taken by the Comptroller of the Cur- 
rency to close it up, though it is asserted by the bank officers that it was 
brought on by a run caused by the suspension of the Miners’ Trust & Safe 
Deposit Bank on the previous day. The capital was $67,000, and deposits 
over $ 200,000. 

The Philadelphia Ledger gives some particulars concerning recent mail rob- 
beries, and the payment of a number of stolen checks, with forged indorse- 
ments. Among others were the following: On the same day, ( December 30,) 
that the Union National Bank was caught, the officers of the Commercial 
National Bank sent for Mr. Charles B. Barrett, special agent of the Post Office 
Department, and informed him that they had paid a check for $2,000, drawn 
by Neilson Brothers & Co., of this city, to the order of John Tully, of Boston, 
and purporting to be indorsed by him, and by an intermediate indorser, Robert 
Lewis, and also bearing the guaranteeing indorsement of the drawers, all of 
which were forgeries. When the check was presented, the teller questioned 
the person presenting it, and he stated that his name was Robert Lewis, the 
intermediate indorser. The teller submitted the check to another of the bank 
employes, and they both agreed as to the genuineness of the indorsements, and 
the teller asked the man how he wanted the money. The man replied, ‘‘In 
large notes,” and it was paid in $50 and $100 notes. The man remained 
perfectly cool and collected during the scrutiny of the check, and after he 
received the money, he stood deliberately at the counter and counted it slowly 
before putting it in his wallet. The teller was able to give such a minute 
description of him, that it was at once recognized by Pinkerton’s detectives as 
that of one of the most skillful and accomplished bank thieves known to the 
police of this country. He has not yet been arrested. 

WASHINGTON City.—The Police Court has imposed a fine of $105, on Mr. 
. A. J. Creswell representing the Citizens’ National Bank, on the ground of 
eeping an unlicensed bank. The bank has appealed, contending that a 
National bank is not subject to local license tax. 
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TAXATION OF NATIONAL BANKS.—In the case of the First National Bank of 
Cambridge against James H. Hutton, Treasurer of Guernsey County, Ohio, 
the U. S. Circuit Court decides that bank stock must be taxed at its actual 
and not at its par value; but in making up an estimate of value, the 
judges hold the premium on the bonds deposited by the bank with the U. 
S. Treasurer to secure circulation is not to be counted as assets, because 
not available to the bank. 


Usury Laws.—On January 24th, a petition was presented in the Assem- 
bly of New York, by the Hon. Elliot C. Cowdin, in favor of the repeal of all 
State laws on the subject of usury, substituting therefor a brief and clear statute 
prohibiting the taking of more than 7 per cent. interest, and providing for the 
recovery of the excess within two years. We subjoin the petition, which has 
been signed by 700 business men of New-York, representing bankers, manu- 
facturers, and mercantile firms, with a capital of not less than $ 500,000,000. 


New York, August, 1876. 


To the Honorable the Senate and the Assembly of the State of New York: 

The undersigned respectfully petition your honorable bodies to enact a law 
repealing all laws on the subject of usury, and to substitute therefor the fol- 
lowing provisions, to constitute Title III, Chapter IV, Part II of the Re- 
vised Statutes of the State of New York. 


SECTION I. The rate of interest upon the loan or forbearance of any money 
goods, or things in action, shall continue to be $7 upon $100 for one year, 
and after that rate for a greater or less sum, or for a longer or shorter time. 


Sec. 2. No person or corporation shall, directly or indirectly, take or receive 
money, goods or things in action, or in any other way, any greater sum or 
greater value, for the loan or forbearance of any money, goods or things in action, 
than is above prescribed. Whenever any greater sum or value than is above pre- 
scribed shall be taken or received, the excess over said $7 upon $ 100 allowed 
as above provided may be recovered from the person or corporation so taking 
or receiving the same, provided that such action is commenced within two 
years from the time the excess in said transaction occurred. 


Sec. 3. All other laws on the subject of usury or regulating the interest 
of money, except those laws which allow interest to be taken in advance, and 
allow exchange on drafts and checks, are hereby repealed. 


In Pennsylvania the Senate has requested the Secretary of State to report to 
it as a preliminary to legislation on the subject of usury, what special privileges 
are now posessed, under charter, by savings banks and other institutions, the 
resolution reciting that said special privileges extend from 10 per cent. up to 
that of the extraordinary one of ‘‘any rate of interest agreed upon between 
the parties.” 


In North Carolina a decision of the Supreme Court being that the forfeit- 
ures imposed by the Usury law of that State could not be enforced against 
National banks, the Legislature has enacted a new law forfeiting only the 
entire interest, or, in case it has been paid, authorizing the recovery back 
of twice the amount. The rate remains at 6 per cent., or 8 per cent. 
upon special contract therefor. 


IRREVERENCE OF STOCK-BROKERS.—Justice Duffy having occasion, on Feb- 
ruary' 7th, to summon a stock-broker to the Tombs Police Court, sent Officer 
George R. Braisted to serve the subpcena. The officer was allowed to pass 
into the Long Room, but the moment he had entered he was seized by eight 
or ten of the inmates and hazed unmercifully. He was knocked down, rolled 
in the dirt, and at length ejected from the room in a truly pitiable condition. 
The officer reported his reception by the stock-brokers, and the justice at once 
granted a warrant for the arrest of the offenders and sent the same officer 
to execute it. He could identify only one of his assailants, whose name was 
Edward Hornsbartel, and prudently served the warrant upon him by a mes- 
senger. At the Tombs Mr. Hornsbartel swore that he took no part in the 
assault upon the officer and was discharged.—N. Y. Tribune, Feb. 8. 
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FoRGERY AND DEFALCATION.—On January 25th, Nathan L. Lenheim, 
cashier of the First National Bank of Montrose, Penn., called at the Importers 
and Traders’ National Bank, of this city, and offered for discount a note of 
$ 10,000. He was requested to call the next day. Although personally known 
to the cashier, Mr. Perkins, the suspicions of the latter were aroused by some 
peculiarity in the signature, and upon inquiry, he discovered that the name of 
the maker was forged. Upon his return the next day, Lenheim was arrested. 

This event was utterly unexpected and startled the people of Montrose, where 
the culprit, who was but twenty-five years of age, moved in the best society, 
and was highly esteemed. Investigation into the affairs of the bank was made 
at once, and revealed the heavy defalcation of $90,000. This sum will, how- 
ever, be largely reduced by the bond of the defaulting cashier, leaving a loss of 
probably $25,000. Its affairs are believed to be otherwise in sound condition. 

Other forgeries by Lenheim have been discovered, one being a note for 
$8,500, held by one of the New York city banks. 


NEw BANK BUILDING—SAFETY VAULTs.—The Union Dime Savings Bank, 
of this city, has moved into its new building—a beautiful marble structure 
facing the junction of Broadway and Sixth Avenue. The banking room is one 
of the finest in the country. It is finished in variegated marbles, even to the 
wainscoting, and the jambs of the windows and doors. In this room is an 
immense safe, weighing npwards of fifty tons, which is entered by massive 
double doors. Within this vault is a smaller safe which contains the securities 
of the bank. 

This vault work is of Herring & Co’s. manufacture. Their safes are con- 
structed of Franklinite, in addition to steel and iron welded. The Franklinite, 
it is said, affords protection against drilling and cutting tools, for the reason 
that it is harder than tempered steel, and cannot be softened by heat. The 
hardest steel will yield to heat which may be applied to a safe by the com- 
pound blow-pipe. The new safes of the Mercantile and the Merchants’ Exchange 
National Banks, of New York, are also constructed in this manner. Another 
one of our large city banks—the Metropolitan National, will have a most 
secure depository, when their new vault is completed. It is to be four inches 
thick, and will have two doors, the outer one three inches, and the inner one 
two and a half inches thick. 


CANADA.—An informal meeting of the principal shareholders of the Mer- 
chant’s Bank of Canada, called at the request of the directors, was held on 
February 19th, for the purpose of discussing reports circulated respecting the 
concern and efforts made to depreciate its stock. Several of the shareholders 
were invited by the board, and others attended voluntarily. The President and 
general manager, having answered several inquiries concerning the condition of 
the bank and given full explanations, a resolution expressing satisfaction with 
their statements, and recommending the shareholders not to permit the tempo- 
rary depreciation of stock to lead them into sacrificing their interest in the 
bank, was moved and passed. The statement submitted showed that a total 
loss of $710,000 might be expected. Of this sum $400,000 resulted from 
business losses; $ 100,000 was required for contingent losses, and $210,000 
represented Milwaukee Railroad bonds, which it was proposed to ‘‘wipe out.” 
The rest and contingent fund at the last annual meeting was § 1,108,000; 
deducting the loss of $710,000, there would, according to the statement 
submitted, be a surplus of nearly $ 400.000 over and above the capital. 

Sir Hugh Allan has resigned the presidency of the Merchants’ Bank and 
the Hon, John Hamilton has been appointed to the position. Mr. Jackson 
Rae, general manager, has also resigned. 


Nota BENE.—The sentence which closes the article on page 684, in regard 
to 3-65 bonds, should appear as the words of the Solicitor of the Treasury, and 
not as an opinion of this Magazine. 
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THEZREDEMPTION OF NATIONAL BANK NOTES. 
A NEW SERIES OF REGULATIONS. 


The United States Treasurer has issued regulations in lieu of all others gov- 
erning the redemption of National bank notes which provide as follows: 

‘*Every newly-organized National bank, with the exception of National gold 
banks, is required immediately on the receipt of its circulation from the Comp- 
troller of the Currency to deposit in the Treasury of the United States a sum 
equal to five per centum thereof in lawful money of the United States. The 
notes of National banks other than gold banks may be forwarded to the Treas- 
urer of the United States and Redemption Agent for redemption under the 
contract with Adams’ Express Company in sums of $1,000 or any multiple 
thereof by any company, firm, bank, or corporation situated within the territory 
covered by the contract. 

‘*The law officers of the department having decided that National bank notes 
stolen when unsigned and put in circulation with forged signatures are not 
obligatory promissory notes of the bank under section 5,182 of the Revised 
Statutes, such notes are not redeemed by the agency. 

‘‘Immediately on receipt of the Treasurer’s notification advising them of the 
redemption of their notes National banks are required to remit the whole 
amount due. 

‘“‘The express charges on National bank notes received for redemption, or 
credit on United States currency returned for National bank notes redeemed, 
and on assorted National bank notes fit for circulation, forwarded to the banks 
of issue, are advanced by the agency, and afterward assessed upon the several 
National banks in proportion to the amount of their circulation redeemed. No 
new currency is ordered to be printed except on requisitions from the banks 
specifying the amounts and denominations desired. Banks usually order supplies 
in advance from which the Comptroller remits from time to time new notes of 
their issue, in return for their notes unfit for circulation destroyed. 

‘*Under section 3 of the Redemption act the expenses incurred by the agency 
for ‘the charges for transportation and the costs for ascorting the redeemed 
notes of National banks,’ are assessed upon the several banks in proportion to 
their circulation redeemed, and are charged to them in their five per centum 
accounts.” 


The following is the statement of the Controller of the Currency showing 
the issue and retirement of National bank notes and legal-tender notes under 
the Acts of June 2oth, 1874, and January 14th, 1875, to February 1, 1877: 

National bank notes outstanding when the Act of June 20th, 1874, was 
passed, $ 349,874,182; issued from June 20, 1874, to January 14, 1875, 
$ 4,734,500, redeemed and retired between the same dates, $2,767,232 ; 
increase from June 20, 1874, to January 14, 1875, $1,967,268; outstanding 
January 14, 1875, $ 351,861,450; redeemed and retired from January 14, 1875, 
to date, $ 46,836,301; surrendered between the same dates, $ 7,361,456 ; 
total redeemed and surrendered, $54,197,757; issued between the same dates, 
$ 21,268,985 ; decrease from January 14, 1875, to February 1, 1877, $ 32,928,772. 
National bank notes outstanding at date, $ 318,932,678. Greenbacks on 
deposit in the Treasury June 20, 1874, to retire notes of insolvent and liqui- 
dating banks, $ 3,813,675; greenbacks deposited from June 20, 1874, to date 
to retire national bank notes, $63 948,604 ; total deposits, $ 67,762,279 ; cir- 
culation redeemed by the Treasurer between the same dates without reissue, 
$ 49,603,533 ; greenbacks on deposit at date, $ 18,158,746; greenbacks retired 
under the Act of January 14, 1875, $17,015,188; greenbacks outstanding 
February 1, 1877, $ 324,984,812. 
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CHANGES OF PRESIDENT AND CASHIER, 


(Monthly List; continued from February No., page 649.) 


FEBRUARY, 1877. 
Name of Bank. Elected, In place of 


N. Y. City. Bank for Savings G. Cabot Ward, Sec... O. D. Ward. 


se 
“e 
se 


“ec 


Greenwich Sav. Bank.. Edward N. Pigot, Pr. W. R. Vermilye.* 
Manhattan Sav. Inst.... E. J. Brown, 7. 
North River Sav. Bank. W. B. Stafford, Pr.... J. Hooper. 

° - oe Henry V. Parsell, Sec. 


.. First National Bank, (A. B. Peck, Pr G. B. Holmes. 


Montgomery { Robt.Goldthwaite, Cs A. B. Peck. 


. .-. Dime Sav. B., San Francisco. F. A. Rutherford, Pv. R. T. Carroll. 
.. Stockton Sav. & Loan Asso. L. U. Shippee, ?7.... J. M. Kelsey. 


. ««« City National Bank, Denver. J. S. Brown, P»........ H. Crow. 


Farmers & Mechanics’ J. C. Tracy, Pr. 
Nat’! Bank, Hartford Henry Keney, Act. Pr. LL Chapman, Cas. 
First Nat. Bank, Hartford.. E. H. Crosby, Pr. pro tem. E. D. Tiffany. 


--» Yale Nat.Bank, New Haven. Charles L. English, Py, J. A. Bishop. 
-- Second Nat.B., Washington. Matthew G. Emery, Pr. J. C. McKelden. 


First Nat. Bank, Americus. A. C. Bell, Pr.......... R. T. Byrd. 


--- Hide & Leather B., Chicago. Charles F. Grey, Px.- W. V. Kay. 

--- Alton National Bank, Alton S. Wade, ?r E. Marsh.* 

.-- The Decatur National Bank. G.W. Bright, Act. Cas. 

-. Exchange Bank, Dwight.... Jos. W. Watkins, Cas. Not James W. W. 
-+» First National Bank, Lanark. John Wolf, Pr..........O. P. Miles. 

.»- First N. Bank, Mommouth. D. Rankin, P».......... W. Laferty. 

--- First Nat. Bank, Rochelle.. A. Bain, Pr R. Paddock. 

-» National Bank of Vandalia. S. Perkins, Pr. N. M. McCurdy. 


First National Bank, Attica. Marshall Nixon, Pr... P. S. Veeder. 


.-. First National B’k, Auburn. J. H. Ford, P7......... J. R. Lanning. 
--- First N. B.,Cambridge City. Abiram Boyd, Pr H. H. Elwell. 

’ ... First Nat. Bank, Lebanon.. Samuel S. Daily, Pv.. A. O. Miller. 

** ,.. First Nat. Bank, Liberty.... W. W. Sullivan, Pr... J. Corrington. 
.. First Nat. Bank, Sullivan... Murray Briggs, Pr..... T. K. Sherman. 


Iowa.. 


“ce 
se 


... Terre Haute Savings Bank.. Lucius Ryce, Pr 


First National Bank, (S. S Sweet, ........ J. A. Durand. 
Belle Plaine { L. T. Sweet, Cas 


..- Brighton National Bank Wm. H. Lloyd, Cas.. J. W. Prizer. 
.. First Nat. B., Washington., Norman Everson, Pr. J. Keck. 


-. City National Bank, (S. B. Hughes, Pr R. S. Ratcliffe, 


Paducah ( Elbridge Palmer, Cas. S. B. Hughes. 


.- Citizens’ N. B., Winchester. W. Miller, P7......... J. R. Wornall. 


Georges N. B., Thomaston. Samuel Watts, Pr E. O’Brien. 


.». First Nat. Bank, Baltimore: E. J. Penniman, Cas.. 
.. Farmers’ N. B’k, Annapolis Alexander Randall, Pr. G. Wells. 


First Nat. Bank, Attelboro. J. M. Bates, Pr......+ W. Blackinton. 


... Cape Cod N. B., Harwich.. Joseph K. Baker, Pr. P. S. Crowell, 
... Southbridge National Bank. Jacob Edwards, /7.... S. M. Lane. 
... Crocker N.B., Turners Falls. R. N. Oakman, Pr.... W. T. Davis. 
.. People’s Sav. B’k, Worcester. William Cross, P7..... J. C. Mason. 


* Deceased. 
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Namc of Bank. Elected. In place of. 
MICH.. Second N. B., East Saginaw. G. W. Morley, Pr 
‘« .., First National Bank, Ionia.. R. P. Sherman, Cas... A. F. Carr. 
“¢ ,,, First National Bank, Leslie. W. W. Peirson, Cas... C. C. Walker. 
‘¢ .,, First National Bank, Niles.. T. L. Stevens, Pr R. W. Landon. 
“« ,,. First National Bank, ({ Charles Dawson, P7.. W. W. Gray. 
Pontiac { John D. Norton, Cas.. C. Dawson. 


Miss... People’s Savings Bank, { Thomas Christian, Pr. L. K. Latham. 
Meridian { W. W.George, Jr., Cas. J. R. Smith. 
Mo..... Bank of Commerce, St. Louis. J.C. VanBlarcom, Act g Cas. C. Enslin.* 


N. H... First N. Bank, Francestown. G. W. Cummings, Cas. T. B. Bradford. 
‘* ,.. Portsmouth Savings Bank... J.H.Foster, 77.pr0 tem. J. F. Shores. 
... German Sav. B’k, Brooklyn: William Dick, P7v...... J. Raber. 
... Canajoharie National Bank: C. G. Barnes, Pr J. C. Smith. 
... National Bank of Cortland.. Chas. E. Selover, Cas. B. B. Woodworth. 
... First Nat. Bank, Greenport. G. C. Adams, Cas 
--- First National Bank, Robt. B. Shepard, Pr. J. W. Fairfield. 
Hudson 1 William Seymour, Cas. R. B. Shepard. 
... Kingston National Bank, ( R. Bernard, Pr......... C. H. Van Gaasbeck. 
Kingston { C. H. Van Gaasbeck, Asst Cashier. 
... Farmers’ N. Bank, Malone. William F. Creed, Cas. B. S. W. Clark. 
‘ ,.. Middletown National Bank. Thomas King, Pr...... J. B. Hulse. 
... First N. B., Poughkeepsie.. Robert Slee, Pr........C. DuBoise. 
... Rochester Savings Bank RoswellHart, Sec&*7r, E. R. Hammatt. 
OHIO... Chillicothe National Bank... M. Lewis, Pr N. Wilson. 
‘“* ,.. First Nat. Bank, Jackson... Peter Pickrell, Pr H. L. Chapman. 
** ,.. Citizens’ Bank, Sidney W. E. Kilborn, Cas... L. Mathers. 
... First National Bank, Xenia. A. H. Baughman, Pr. A. Hivling.* 
.-- The Union Bank, Zanesville. F. J. L. Blandy, Px... A. M. Huston. 
First Nat.B.,Conshohocken. George Bullock, Pr.. A. Wood, Jr. 
... Union Nat. B., Lewisburg.. William Jones, Pr 
... First Nat. Bank, Mifflinburg, B. F. Young, Cas...... J. W. Sands. 
... First Nat Bank, Pittston .. William L. Watson, Cs, — ......00- pialnees 
..- Citizens’ Nat. B’k, Towanda. E. T. Fox, Pr.......... J. P. Kirby. 
... Wy’mingN.B ,Tunkh’nn’ck. D. D. Dewitt, Cas S. Stark. 
R. I... Nat. Eagle B., Providence.. Chas, F. Sampson,Cas. J. A. Angell. 
‘* ,.. Coventry National Bank, { Asahel Matteson, Pr.. J. Potter 2d. 
Anthony { E. B. Williams, Cas... A. Matteson. 
Texas. Nat. Bank of Jefferson....... J. H. Parsons, Cas 
W. Va. Second N. B., Parkersburg. James D. Dils, Pr J. J. Jackson. 
OnT.... Bank of Montreal, Fergus... Chas.R.Dunsford, Ag¢. G. D. Fergusson. 
N. B..- Bank of Montreal, Moncton. J. Robertson, Ag¢ D. F. B. Glass. 


* Deceased. 


Wanted.—A position as Cashier or Teller is desired by a competent per- 
son having an experience of over fifteen years in the business, and references 
of the highest standing. Address, ‘‘CASHIER,” 35 Niagara St., Buffalo, N. Y. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
FEBRUARY, 1877. 


(Monthly List, continued from February No., page 648.) 
State. Place and Capital, Bank or Banker. NV. Y. Correspondent and Cashier. 
... Rosita. Raynolds Brothers.......... Kountze Brothers. 
Indianapolis. ... Lemon & King, ( Brokers). Indiana Nat. B’k, Indianapolis, 
Bank of Newton Chemical National Bank. 
William Vaughan, Pr. Thomas Arthur, Cas. 
.. Sabetha........ Sabetha State Bank Bank of North America- 
Willis Brown, Pr. Edwin Knowles, Cas. 
.. Lawrence Pacific National Bank Central National Bank, Boston. 
$ 100,000 James H. Kidder, Pr. W. H. Jaquith, Cas. 
. ++. Sutton Grimes & Dinsmore Corbin Banking Company. 
Reno Savings Bank J. & W. Seligman & Co. 
Myron C. Lake, Pr. James H. Kinkead, Manager. 
.-» Walden Walden National Bank.. .. Tenth National Bank. 
$ 25,000 John C. Scofield, Pr. W. G. Rutherford, Cas. 
BI’k Riv. Falls. Jackson County Bank Ninth National Bank. 
$ 25,000 W. T. Price. Pv. W. R. O’Hearn, Cas. 


eo 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
Authorized to February 21, 1877. 


—_ Capital. 
No. Name and Place. President and Cashier. Authorized. Paid. 


2347 Pacific National Bank James H. Kidder 
Lawrence, Mass. William H. Jaquith. 
2348 Walden National Bank John C. Scofield 
Walden, N. Y. William G. Rutherford. 


$$ 


THE PREMIUM ON GOLD AT NEW YORK. 


JANUARY—FEBRUARY, 1877. 


1876. Lowest. Highest. 1877. Lowest. Highest. 1877. Lowest. Highest. 
%. 13% ‘ «Feb. 8 
» 153% « ; FR ove 9 
aie 6 ° oes 10 
«BEY nce ° “ee 12 
- 16%... aa ona 13 
+ 17H ww 4 a 14 
« Rw a a as 15 
- 14% ... é “er 16 
- 17% 3 é ase 17 
17% 19 


November... ‘ 1696 _— 5 ‘ ¥H wv 20 
December ... « BEM ac ‘ see 21 
1877. ae : ass 22 

« EM i. ‘ se 23 

: oa 24 





DISSOLUTIONS, CHANGES, ETC. 


CHANGES OF CAPITAL, ETC. 


CoL. ... Exchange Bank, Denver; capital paid $ 178,000. 
Itt. ... Alton National Bank, Aon; surplus $ 70,000. 
Iowa... Farmers’ Loan & Trust Co., Vinton ; paid capital now $60,000. 
Kan.... Perpetual Savings Bank, Azchison ; surplus increased to $ 5,358. 
MInNN.. Citizens’ Bank, Minneapolis ; paid capital $ 50,000. 
PENN... National Bank of the Republic, Philadelphia ; surplus now $70,000. 
... Miners & Mechanics’ Loan and Banking Association, Hyde Park 
( Scranton) ; paid capital $ 45,720. 
. Citizens’ National Bank, Zowanda ; capital paid in full $150,000. 
Merchants & Planters’ Bank, Sherman ; paid capital, 1877, $150,000. 
.. Merchants & Mechanics’ Savings Bank, Yanesville ; capital paid $ 100,000. 
.. La Crosse National Bank, Za Crosse ; capital fully paid $ 100,000. 
... Clark County Bank, Veddsville ; paid capital $ 30,000. 
.. Bank of New London, Mew London ; paid capital $ 30,000. 


DISSOLVED, DISCONTINUED OR CHANGED. 


( Monthly List, continued from February No., page 650.) 


New York City. Baldwin & Kimball ; failed. 
66 ‘¢ Lancaster, Saunders & Co.; now R. A. Lancaster & Co. 
” *¢ McMicken & Burras ; now Burras & Whitfield. 


CoL. ... Colorado Savings Bank, Denver ; failed, assigned, canceled assignment 
and resumed, paying in full. 
** ,.. Bank of Rosita, Rosita ; succeeded by Raynolds Brothers. 
Conn.. Elton Banking Co., Waterbury ; closing. Paying depositors in full. 
ILL. ... City Savings Bank, Chicago ; closed February 19. Resumed February 23. 
“* ... Phenix Savings, Loan & Trust Co., (Corydon Weed) Bloomington ; 
suspended. Depositors paid in full. 
... Alkire & Co., Greenview ; now Marbold, Alkire & Co. 
.. Hayward & Schuyler, Pana ; now H. N. Schuyler. 
.. North, Wales & Co., White Hall; succeeded by People’s Bank. 
First National Bank, Franklin ; closed. Defalcation by cashier. 


.. First National Bank, A/ouroe; suc. by Bank of Monroe. Same officers. 
... First National Bank, ewton ; suc. by Bank of Newton. Same officers. 
.... Barnett, Morrill & Co., /zawatha ; now Morrill & Janes. 

... Exchange Bank, (M. E. Mather,) Sadetha; closing. 

. Fogg Brothers & Co., Boston ; J. S. Fogg continues under old style. 

.. First National Bank of Amesbury, J/errimac ; title changed by Act of 

Congress to First National Bank of Merrimac. 
.. Austin & Co. and E. K. Roberts & Co., Detroit ; now Roberts, Austin & Co. 
Mercantile Bank, S# Louis ; in liquidation. Paying all liabilities. 

... Thompson, Wyatt & Co., Phelps City ; now Thompson Brothers. 

... Park Savings Bank, Brooklyn ; closing. Paying depositors in full. 

.. William Buck & Son, Sag Harbor ; failed. 

... Exchange Bank, Walden ; succeeded by Walden National Bank. 

.. Bank of Great Bend, (L. S. Lenheim & Son) Great Bend; suspended. 
... Mountain City Bank, Pottsville ; suspended. 

... Miners’ Trust & Safe Deposit Co., Shamokin ; suspended. 

... Northumberland County National Bank, Shamokin ; suspended. 

... C. A. Mather, Berdin ; now C. A. Mather & Co. 

... Bowman & Humbird, Slack River Falls ; discontinued. 

.. Central Bank, Stevens Point; discontinued. 
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NOTES ON THE MONEY MARKET. 
NEW YORK, FEBRUARY 23, 1877. 
Exchange on London at sixty days’ sight, 4.83 @ 4.83% in gold. 


As was anticipated the rates for money have softened and the accumulation 
of capital and of currency is on the increase. Call loans range from 2% to 3% 
per cent. and discounts from 5 to 8 per cent. The general tendency is towards 
increased ease. For several reasons, the demand for money is much below its 
former average. The prices at the stock exchange have been so much reduced 
that a much smaller aggregate of capital is now requisite than was formerly 
needful to carry the same volume of transactions, But a check has been given 
to speculation and thus the amount of business doing has been considerably 
diminished. From these and other circumstances, the demand for call loans 
has suffered a great reduction, and this is one of the circumstances which 
must be taken into the account in examining the prospects of the future in the 
money market. ; 

In discounts there is also a falling off which is due to the dull and stag- 
nant condition of several departments of business. One of the reasons 
assigned for this dullness is the uncertainty which has beclouded the political 
atmosphere. Whether the settlement of the difficulties which have caused 
so much agitation will be effective in producing a revival of commercial and 
industrial activity still remains to be seen. 

With regard to the supply of capital in the loan market, there is an abun- 
dant accumulation of idle deposits in the banks, and the influx has a tend- 
ency rather to increase than to diminish. In a few weeks there will probably 
be set in operation a number of forces in various parts of the country which 
will attract the deposits to the subordinate centers of our financial system, and 
will thus relieve New York of a portion of the pressure which is now produc- 
tive of some embarrassment. It is not generally known that the redemption 
bureau at Washington is doing good service in relieving the plethora of the 
money market. When this bureau was first established many persons sup- 
posed that its most important function would be to renew the bank notes 
when they became mutilated and worn out. It was pointed out in this Maga- 
zine that the mere renovation of the currency, important as it may be, con- 
stituted a minor and subordinate part of the functions which would be per- 
formed by the redemption machinery created under the new law. There is 
little doubt that, but for the agency of this bureau, the plethora of the money 
market would have been more mischievous and less under control. It is also 
probable that a considerably smaller volume of currency would have been 
given up by the National banks if they had not been urged to surrender 
their notes by the continual reflux produced under the agency of the present 
system of redemption. Here we have another instance of the difficulty of 
forecasting the future operation of new laws affecting the currency. These 
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laws touch so many hidden springs and cause such numerous unforeseen move- 
ments that the business community usually look with alarm upon all legisla- 
tive tampering with the currency and with the banking machinery of the 
country. Some of the banks in this city are looking for better rates of 
interest, but at present it is doubtful when these expectations will be real- 
ized. Subjoined is the Clearing-House statement of the New York banks, 


; Legal ; . Excess of 
1877. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 


Jan. 27. «+++-$ 253,156,100 . $40,187,000 . $42,251,200 . $15,495,900 » $ 230,625,600 » $24,781,800 
seeeeee 254,011,800 .. 38,305,100 «+ 43,305,100 «+ 15,563,500 .. 231,091,700 .. 23,837,275 
10..+e000 256,817,100 «. 35,618,600 .. 43,788,700 .- 15,635,400 «+ 232,035,100 .. 21,394,525 
IJ. ee0008 259,054,400 «+ 32,035,600 «- 45,808,200 .. 15,554,700 .. 232,658,800 «- 19,709,100 
The Clearing-House exhibit of the Boston banks for the past month is as below : 
1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Jan. 27.+++0ee0$ 131,492,500 ++++$5,708,900 «+++ $5,059,400 +--+ $77,625,900 +++ $22,471,600 
Feb. 3.-+++++2 131,574,000 «+++ 5,749,500 «eee 4,869,700 «++. 77,652,8cO .... 22,312,000 
S  WOseeeeees 132,198,600 «2+ 5,796,700 «+++ 45423,500 «+++ 77,593,200 «+++ 22,337,100 
T7++seee00 130,661,500 «+++ 5,269,800 «++. 4,416,700 .... 75,378,000 .... 22,467,500 

The Philadelphia bank statements for the same time are as follows : 

1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Jan. 27.....+++ $62,126,018 «..-$ 2,072,345 -+--$13,666,170 .... $50,986,050 .... $10,174,865 
Feb. 3eeee+eee 62,023,407 +++ 2,076,812 sees 13,563,972 +++» 50,713,717 +++ 10,161,844 

61,700,115 s++- 2,053,962 «+++ 13,711,096 «+++ 49,984,573 «eee 10,232,920 
TJoccesers 61,351,117 «+++ 1,975,047 seee 13,421,086 «..-- 49,125,792 «+++ 10,239,220 

Gold touched to-day 10434, the lowest point since 1862. From an article in an 
earlier part of this issue it will be seen that at Washington the belief has 
been entertained that the low premium to which gold has arrived suggests 
to us the propriety of making an effort to resume specie payments, and 
that no further legislation is needful. The Solicitor of the Treasury in his 
elaborate array of legal arguments, shows that the powers conferred by exist- 
ing. laws upon the Secretary of the Treasury authorize him to pay the green- 
backs in coin if he possesses the funds requisite for the purpose. The weak 
point in the Solicitor’s argument is that none of the powers to which he 
refers were given to the Secretary for the express purpose to which the 
Solicitor thinks they are adequate. Moreover, he omits all mention of the 
important statute under which the demand notes were issued in 1861. He 
also fails to recognize the difficulty as to a direct appropriation by Congress 
which would probably be necessary before a single dollar of coin could be 
paid out of the Treasury in redemption of the greenbacks. There is one 
point however, on which the Solicitor is undoubtedly correct. This is in his 
letter to the Secretary of the Treasury, of which we give but a part. He says that 
a multitude of forces of various kinds have combined to put gold down, and 
that the present juncture offers many favorable conditions for the facilitating 
of our preparations for resumption in 1879. 

Sterling exchange continues quiet and weak, the demand to-day being small 
at 4.83 for bankers’ sixty days’ sterling, and 4.84% for three days’ sight 
drafts. Bar silver is quoted at fifty-six pence but its fluctuations have ceased 
for the present to attract special notice. 

In the stock market there has been much depression, Governments are 
steady, though they have receded in sympathy with gold. State stocks are 
quiet and dull. In railroad bonds there is little doing. Railroad shares have 
been feverish and pressed for sale, Subjoined are our usual quotations: 


“ 
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QUOTATIONS : Fan. 23. Fan. 30. Feb. 6. Feb. 13. 

Gold cccccccsccocccees 106% .. 105% .. 105% .- 105% 

U. S. 5-208, 1867 Coup. 113% 113% .. 113% -. 112% 

U. S.new 10-40s Coup. 114 ot 114 os 114% «- 114% 

West. Union Tel. Co.. 767% 76 ee 73% + 7o 

N. Y. C. & Hudson R. 104% .. 102% .. 101% .. 99% 

Lake Shoresceese.+ee. 57% «- 55% -- 54% 51% 

Chicago & Rock Island 102% . 102 oe 101% .. 99% 

New Jersey Central... 34 ws 25% .. 15% «. 14% 

Del. Lack. & West.... 74% 7° oe 69% «- 66% 

Delaware & Hudson.. 69 61% .. 60 es 47% 

North Western 37% 35 oe 3478 «- 32% 

Pacific Mail 25% .- 24% -:- 25% oe 25 

UE dcccucncsniinncce 10% .. 9% + 956 «-  .. 

Call Loanseceecesseeee 4 @5 ee 4@s5 .. 34% 2% @3.. 

Discounts.....+++.e00+ 4% @6% .. 44 @5 -- 4%4@5 ee 4% @5--4%@s5 

Bills on London...eeee 4.8334-4.85% oe 4.8414-4.86.. 4.85-4.8614.. 4.84%4-4.86 .- 4.84-4.85% 

Treasury balances, cur. $ 41,338,531 -- $43,479,690 -- $43,364,685 .. $43,921,619 -. $44,594,790 
Do. do. gold. $68,251,246 .- $68,674,812 .. $68,814,010 ... $71,278,973 «« $72,381,549 


The exports of produce from the Port of New York for the week ending 
February 17th were $ 4,670,161, against $4,661,000 for the corresponding week 
in 1875, and $5,133,613 in 1874. The total exports of produce since Jan. 
I, this year, were $45,519,468, against $37,591,232 for the corresponding 


period in 1875, and $35,802,248 in 1874. 
The dividends of New York City banks, declared in January and February, 


are as follows : 
Per Cent. Per Cent. 
National Shoe & Leather........ eoce 
Ninth National.........cee..seeeees 
Phenix National....... is 

St. Nicholas National.. 

Tradesmen’s National. 

Hanover National eos Bank of America ....cccccesses eves 
Importers & Traders’ National Bank of North America 


Bowery National........++-++ coves 6 5 
3 

3 

4 

5 

4 

is 3 

Merchants’ Exchange National ‘ ee Corn Exchange..... eee 5 
inn 2 

4 

6 

3 

5 

4 


Central National. ......02 cccccccece 
Chatham National.... 

East River National 

Fourth National.... 


Merchants’ National........+ ...+0. 4 ae. Grocers’ ° 
Metropolitan National. ........+..+. 5 ee Manhattan Company..e+..... .+ees 


National Bank of the Republic...... 3% we Oriental..... eaee 
National Broadway Bank 8 
National Butchers & Drovers’ 
National Citizens’ 
National Park ee 
An unwelcome state of affairs has befallen our neighbors of the Dominion of 
Canada. ‘Hard times” are staring them in the face. The budget speech of 
the Finance Minister, Mr. Cartwright, to the Parliament at Ottawa, has added 
to the distrust and anxiety which for some time have prevailed. A deficiency 
for the year 1876, of over $1,900,000, was announced by the Minister, in a 
lame and impotent explanation. Reckless expenditure is the real source of 
trouble, and until this is remedied, there can be no end to the financial distress 


which threatens so many with ruin. 


ROLLS ALATA, 
DEATHS. 


WT ait ietpnetncecrmnensnnens 


At ALTON, ILLINOIS, on Monday, January Ist, aged seventy years, Dr. 
EBENEZER MARSH, President of the Alton National Bank, and of its predeces- 
sor, the Alton Bank, since their first organization. 

At HyDE PARK, VERMONT, on Sunday, February 4th, aged sixty-seven years, 
Judge Lucius H, Noyes, President of the Lamoille County Bank, from its 
organization. 





